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NATIONAL POLICY AND ISSUES 


"JINGJI YANJIU' DISCUSSES SOCIALIST CONSTRUCTION 


HK221229 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 11, 20 Nov 81 
pp 23-27 


[Article by He Jianzhang [0149 1696 4545] of the Economic Research Institute of the 
State Planning Commission: "The Basic Guideline of Socialist Construction: Working 
for the Interests of the People--Some Gains and Appreciations From Studying Comrade 
Chen Yun's Works on Economic Theory"] 


[Text] After the founding of the PRC, during the periods of socialist transforma- 
tion ans socialist construction, in a series of his works such as "On the 10 Major 
Felationships" and "On the Correct Handling of Contradictions Among the People” 

and speeches, Comrade Mao Zedong systematically expounded that in economic work, 

it was imperative to make overall arrangements with regard to the different strata 

in the urban and rural areas and to give consideration to the interests of the state, 
the collective and the individual. He repeatedly stressed that we should find our 
won way to industrialization, a way suited to China's condition, by proceeding from 
the fact that China is a large agricultural country, correctly handling the relation- 
ship between heavy industry on the one hand and agriculture and light industry on 

the other, and attaching due importance to the development of the latter, and that 
we should correctly and properly handle the various relationships in economic con- 
struction including the relationship between accumulation and consumption and pay 
attention to overall balance, and so on. All these ideas are scientific and correct. 
Under the guidance of these ideas, tremendous achicvements have been made in China's 
socialist construction, It was a pity that owing to various reasons, including 
Comrade Mao Zedong himself, we failed to adhere to the implementation of these ccr- 
rect ideas throughout, thus resulting in a series of setbacks in our se-ialist con- 
struction. The “Resolution on Certain Questions in the History of our Party Since 
the Founding of the PRC" adopted by the 6th plenary session of the llth CCP Central 
Committee systematically summed up the positive and negative experience in the so- 
cialist revolution and socialist construction since the founding of the PRC. With 
regard to the guideline of socialist construction, the resolution pointed out that 
“after socialist transformation was fundamentally completed, the principal con- 
tradiction our country has had to resolve is that between the growing material 

and cultural needs of the people and the backwardness of social productic:. [t was 
imperative that the focus of the party and government work be shifted to socialist 
modernization centering on economic construction and that the people's material and 
cultural life be gradually improved by means of an immense expansion of productive 
forces. In the final analysis, the mistake we made in the past was that we failed 











rO persevere in making this shift.” At present, China's socialist construction has 

entered a new turning period. How to further objectivize the guideline for social- 

ist construction in the light of China's actual situation and in accordance with the 
demand for solving the principal contradiction is a major question that demands ser- 
ious research and exploration. 


Comrade Chen Yun is one of the outstanding leaders of our party and country. Since 
the founding of the PRC, he has for a long period of time participated in leading 

the state economic work, been good at applying the theories on socialist construc- 
tion of Marxism-Leninism and Mao Zedong Thought [as published] to scive the practical 
problems of the country and made conspicuous contributions in many fields, one of 
which is his expositions on the guideline of socialist construction. 


Instead of considering the problems that have cropped up in economic construction 

as they stand, Comrade Chen Yun raises his understanding cf them to the higher plane 
of the guideline for construction. In November 1956, in a speech delivered at the 
enlarged ministerial conference of the Ministry of Commerce, Comrade Chen Yun said: 
"The strain in commodity supplies has not fallen from the skies, but is a reflection 
of the situation of the national finance and trade on the one hand and economic 
construction on the other. The supply of commodities this year is a little more 
Strained than that of the precedding 6 years. Will it remain so year after year in 
the future? It must not be so. If it remains so year after year, it will become 

a serious problem. It is no longer merely a matter of commercial work and of eco- 
nomic work of the year alone. For this, we have to reconsider whether there is any- 
thing wrong with our guideline for construction. Reviewing 2 decades or more of 
China's economic life, since the implementation of the state unified purchase and 
marketing of grain in 1953 and of the planned supply of cotton cloth in 1954, we have 
found that the strain in commodity supplies has become increasingly grave. After 
the smashing of the gang of four and particularly after the 3d plenary session of 
the llth CCP Central Committee, things turned for the better to some extent. How- 
ever, the problems remained unsolved basically. To sum up experience, it is neces- 
sary to restudy our past guideline for construction. 


What is our country’s guideline for economic construction? It is best summarized 
like this: with heavy industry as the center, realize socialist industrialization 
at a high speed, increase the total amount of social commodities in every conceiv- 
able way and sttive to catch up with and surpass the developed countries within a 
relatively short period of time. To implement this guideline, in the order of the 
development of economic ccnstruction, top priority has always been given to the 
development of heavy industry one-sidely. With the figures of 1952-1980 added up, 
in the total volume of investments used in state capital construction, the invest- 
ment poured into heavy industry constituted 53.4 percent, in light industry, mereiy 
4.6 percent and in agriculture, only 11.9 percent. In t’.e distribution and utili- 
zation of the national income, a policy of a high accumulation rate and low con- 
sumption was practiced. Since the second 5-year plan, except for the 1961-65 
period of economic readjustment, the accumulation rate of most of the past years 
was on the low side. Of the 23 years from 1958 to 1980, 15 years were years in 
which the accumulation rate reached over 30 percent. Of this, 3 years were years 
in which the accumulation rate reached a climax, namely, 43.8 percent (in 1959); 
39.6 percent (in 1960) and 36.5 percent (in 1978) respectively. In the financial 
expenditures the ratio of investment poured into capital construction accounted 











in general for about 40 percent but it reached around 55 percent in the years of 

the “great leap forward.” Of the investments used in capital construction, the 
overwhelming majority was productive investment. From 1950 to 1986, of the total 
volume of investments, the productive investment contributed 82.4 percent; the non- 
productive investment, 17.6 percent, of which the investment in housing was 7.6 
percent. The adoption of this guideline helped industry and in particular heavy 
industry to develop at a relatively fast speed but caused agriculture and light 
industry developed a slow pace. During the 32 years, there was an increase of 99 
times in heavy industry; nearly 26 times in light industry and no more than 2.8 times 
in agriculture. The difference among the three was very great. From 1953 to 1980, 
the average annual growth rate of tne total industrial and agriculturai output 

value was 8.2 per ent. Along with this the consumption of the people mauve slow 
progress. The national average per capita level of consumption in 1952 was 76 

yuan; in 1980, 224 yuan, an increase of 99 percent if the effect of inflation is 
deducted, an ann al average rise of 2.5 percent. Of this, the level of consumption 
of the peasants increased by 2 percent per year on the average and that of the 
nonagricultural population by 3.1 percent. If must be pointed out that this is the 
result of the measures the CCP and the state have taken over the past 3 years to 
boost the income of the peasants as well as the staff and workers by - big margin, 
otherwise, the growth rate of the level of consumption of the people would have been 
lower. Thus, it can be seen that the implementation of the above-mentioned guideline 
of economic construction has resulted in the dislocation between economic construc- 
tion and the people's livelihood, serious backwardness of agriculture and light in- 
dustry and the strain in the supply of basic articles of daily use. That was just 
the case in summing up the road of economic construction that China had traversed. 
The leading comrade of the State Council said that this road was maintained by rely- 
ing on reducing the consumption of the people and keeping a high accumulation rate. 
In appearance, the growth rate of production was not low, but the real wealth cre- 
ated was very little and the people derived little material bencfit from it. 


It must be realized that the guideline of the economic conetruction we practiced for 
a long time was not our original creation, instead it was borrowed from the early 
Soviet pattern. It is justified to say that it was not unreasonable for the Soviet 
Union to adopt that guideline in those years and for China to adopt the same pattern 
later. 


First, a socialist society can only be built on the basis of a high ievel of tech- 
nology. However, when the Soviet Union and China won victory in their respective 
socialist revolutions, their economies were relatively backward. They were con- 
fronted with the task of establishing an independent and complete system, that is, 
to realize the industrialization of their economies and equip their national eco- 
nomies with moderntechnology. Hence speciai stress was put on the development o! 
heavy industry. Stalin regarded giving priority to the development of heavy in- 
dustry as the essence of Soviet socialist industrialization. He emphatically said: 
"Without the development of heavy industry, we will be unable to build any indus’ 
and carry out any industrialization.” ("Collected Works of Stalin," "A Year of 
Great Change," vol 12, p 109) His goal was to build the Soviet Union into “a coun- 
try of wetal, of motor vehicles and of tractors.” (Ibid., vol 12, p 121) 


Secon’, at that time the Soviet Union and China were faced with the blockade and 
threat of aggression by imperialism, and they both had to imminently develop 











industry at a high speed anc enforce the national strength end looked upon speed 
as a matter of life and death. Stalin said: ‘“Coztpared with advanced countries, we 
are legging behind 50 to 100 years. We must cove’ this distance within 10 years. 
Either we succeed in doing so or we will be overthrown.” ("Problems of Leniniss.™ 
People’s Publishing House, 1964 edition, p 400) 


How did they find a sclution to the huge sum of funds needed to develop heavy in- 
dustry at a high speed? First, they practiced the “price scissors” in the exchanze 
of industrial products for agricultural products, that is, “besides ‘anding in to 
the state the common taxes, namely direct taxes and indirect taxes, the peasants had 
to pay an excess tax, in other words, when buying industrial products, they have to 
pay more money and when selling agricultural products, they have to receive less 
money.... AS a means to accelerate *he pace of our industry and to enable the 
funds to ‘flow into’ industry from agriculture," ("Collected Works of Stalin, 
"On the Right Deviation Within the Soviet Communist Party (Bolshevik), vol 12, p 45) 
That was what Comrade Mao Zedong meant when he said that the Soviet Union had made 
the peasants “suffer greatly.” Second, the production of the means of consumption 
was squeezed. Stain said: “The reconstruction of industry involves the transfer 

of funds from the sphere of producing the means of consumption to the sphere of pro- 
ducing the means of production. Without this there can be no serious reconstruction 
of industry. (“Collected Works of Stalin,” "On State Industrialization and the 
Right Deviation Within the Soviet Communist Party (Bolshevik), vol 11, p 229) This 
practice resulted in the slow development of agriculture and light industry, and at 
the same time owing to the continued expansion of the scale of construction of heavy 
industry, a large portion of these investments would become the added income of the 
workers and add to socizl consumption and individual consumption, thus leading to a 
strain in the supply of social commodities. 


In the past we not only accepted the Soviet pattern totally end uncritically and 
also one~sidedly gave priority to the development of heavy industry and maintained 
heavy industry at the expense of agriculture and light industry, but also put speed 
in a very prominent position. The 1958 New Year's editorial “Strive for High 
Speed" of RENMIN RIBAO read: “Speed is the soul of the general line” and still fur- 
ther advanced the timetable for catching up with and outstripping the developed 
capitalist countries and urged people to basically realize the modernization of the 
country within 10 years. At that time, some comrades even heid that we could catch 
up with England within 3 years, surpass the United States of America within 10 
years and enter the stage of communism ahead of time. A large number of high 
quotas in the "great leap forward" were calculated and carried out in accordance 
with this overanxious and unrealistic big goal in an inverted way. As a result, 
although industry, and specially heavy industry, developed at a relatively rapid 
pace for a certain period of time, this was accomplished at the expense of agri- 
culture and light industry as well as the consumption of the people, thus ieading 
to serious disproportions in the national economy. Thus there was more haste but 
less speed in this practice resulting in the delay of socialist construction. All 
this was the result of the implementation of the erroneous guideline of economic 
construction. Theref.re, to get rid of this “vicious circle,” it is necessary 

to discard this erroneous guideline, try hard to find a guideline of construction 
which tallies with the laws of socialist economic development and suits China'’'s 
rational condition. We must find out a new path for developing our economy which 
enables the national economy to develop and incrvase in a harmonious and stable 
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way, and helps realize a benign circle. This path requires less investment without 
tow high an accumlation rate, promises relatively good economic results, provides 
the peopie with more material benetits 2rd helps bring into fuller play the super- 
iority of the socialist systez. 


In the light of our nstional condition and integrating the lessons ‘ierived from the 
“great leap forward,” Comrade Chea Yun proposed early on a guideline which differed 
diametrically from that of Stalin. In my appreciation, the basic substance of the 
gu.ceiine of economic constructinn put forward by comrade Chen Yun is putting the 
satisfaction of the needs of the people and workin; for the interests of the people 
as the starting point and end-result of socialist construction, shifting the stress 
from the practice of taking steel as the key link and putting one-sided emphasis 
on the development of heavy industry to the development of the product: on of ccn- 
sumer goods, helping coordinate the production of the means of production and the 
mans of consumption and develop the various sectors of the national economy in a 
proportionate way. Comrade Zhou Enlai summarized the guideline of sccialist con- 
struction proposed by Comrade Chen Yun into an antithetical couplet. “The first 
vertical line reads grasping food, clothing a“ daily necessities first. The second 
vertical line read realizing the priority ranging from agricultre, light industry 
to heavy industry. The horizontal line reads achieving overull balance." This is 
a brilliant summarization. 3 


first of all, Comrade Chen Yun regarded the arrangement of the people's livelihood 
as a matter concerning national po’icy and a key matter involving the success or 
failure of the revolution instead of speed. In a speech in March 1962 he said: 
"The question of agriculture and of the market is of vital iuportance to the well- 
being of more than 500 million peasants and over 100 million urban population, and 
is thus a matter of the people's livelihood of which the solution must become an 
important national policy.” He further said: “Now weare facing the question how 
to consolidate and develops the results cf the revolution. The key to this question 
lies in arranging the livelihood of over 600 million people in a satisfactory way 
and genuinely working for the interests of the peopl...” In accordance with this 
guideline, in terms of plan arrangements, instead of the production of such heavy 
industries as iron and steel, it is the production of consumer goods that must be 
given first place. In another speech, Comrade Chen Yun said: “In my opinion, 
boosting agricultural production, ensuring market supplies and checking inflation 
are a matter of primary importance at present. Having an annual output of 7.5 mil- 
lion tons of steel and 250 million sons of coal is also important, but this is 4a 
matter of secondary importance." He stiil pointed out that “in the distribution 
of materials, first, the needs for recovering agricultural production must be satis- 
fied.... Second, market demands must be met, meaning mainly the needs for producing 
industrial products for daily use.... Only when these two things are settled, can 
we give further consideration to doing other things.” 


These ideas of Comrade Chen Yun did not merely aim at solving the economic difficui- 
ties at that time, tut in fact objectivized the aim of socialist production inte a 
basic guideline for socialist construction. There have been clear and definite 
exposition on the aim of socialist production in the works of classic Marxist authors. 
Our party has had a clear and definite understanding of this question. In the 
“government work report" delivered by Comrade 7hou Enlai at the First National 
People's Congress, he said: “The only aim of the socialist economy is to satisfy 
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tu the tullest way the uceds of the people's material and cultural lite." The 
problem lies in why the aim of socialist production was not consequently implemented. 
Apart from the above-mentioned objective causes, the failure to do so was mainly in- 
fluenced by leftist ideology. For a considerable period of time, people have 
deviated from China's national condition, overestimated the subjective dynamic 

role, violated the objective economic and natural laws, become impatient for quick 
results, sought unrealistic excessively high targets, hankered after the indul- 
gence of doubling or redoubling output quotas, after “crossing the Huanghe River," 
“stepping over the Changjiang River" and outstripping England and catching up with 
the United States; seriously negiected the material interests of the people and 
particularly the immediate materiai interests, put one-sided stress on “working hard" 
and “waging an arduous struggle" and even denounced working for the interests of 

the people and improving the people's livelihood as "welfare mentality" and "revision- 
ism." After the "great Leap forward" and political negation of the assumption of 
the third 5-year plan which gave primary consideration to solving the question 01 
food, clothing and articles for daily use, even the targets to improve the well- 
being of the people disappeared from the plans for ieveloping our national economy. 
This has in practice deviated from the aim of socialist production, thus becoming 
production for production's sake and speed for speed's sake. Such absurdities 
trumpted by the gang of four as the so-called “carrving out production for the 
revolution” and "it being nothing serious for the 800 million people to lead a rela- 
tively difficult life" which entirely set the revolution and the improvement of the 
people's livelihood against each other had even less in common with Marxism. 


Second, Comrade Chen Yun took the practice of “production going first, capital 
construction later" as a principle which should be upheld in ensuring the improvement 
of the well-being of the people. He said: "At a time when there is strain in the 
supply of raw and semifinished materials, it is necessary to first ensure the mini- 
mum needs of the departments producing daily necessities, then to ensure the needs 
of the production of the necessary means of production and use the surplus part in 
capital construction. The necessity for the arrangement of first ensuring the 
supply for production and later that for capital construction mainly aims at main- 
taining the minimum needs of the well-being of the people and avoiding blindly 
expanding the scope of capital construction and squeezing the production of daily 
necessities. In the supply of finances and materials resources, the production of 
articles for daily use should be put before capital construction. This is a matter 
of rationally arranging the relations between the people's livelihood and construc- 
tion." Comrade Chen Yun emphatically pointed out that this was a long-term policy 
rather than an expedient measure, and that “it is so this year and will remain so 
in the future. We must help improve the people's livelihood yecr after year." 


Third, Comrade Chen Yun opposed blindly seeking high speed, disagreed with the prac- 
tice of “taking steel as the key link" and upheld overall balance. To counter the 
erroneous way of subjectively working out a big goal first and then enacting in 

an inverted way such high production targets as grain, iron and steel and blindly 
undertaking new projects and building new factories during the years of the "great 
leap forward," Comrade Chen Yun said: "It is necessary to proceed from the present 
economic level of overall balance and through a realistic study and calculation 

to see what level can be attained according to a long-range plan and not to adopt 

an inverted way.” To cope with the erroneous idea of the "positive balance" of 

the so-called “long-line [where supply exceeds demind] balance" an idea which was 




















prevalent at that time, he was still a staunch advocate of short-line [where demand 
exceeds supply] balance. He said: “In the past few years, balance has basically 
been achieved according to the long-line period. The most serious lesson in doing 
things in that way is that no balance has even been obtained. As a result, large 
quantities of materials and semifinished products have been overstocked, thus causing 
serious waste. ...Only short-line balance can truly lead to overall balance." To 
achieve short-line balance, the production targets cannot be high, but there is 
nothing to be afraid of. Comrade Chen Yun said: "Provided overall balance is 
achieved, it is nothing serious even if the production targets are a little low. 
Though they may seem a little low, they are much better than unrealistically high 
targets. With them, we will be able to take the initiative and avoid being thrown 
into passivity." Comrade Chen Yun repeatedly expounded that the scale of construc- 
tion should correspond to financial strength and material resources and the finan- 
cial, credit, material and foreign currency balances should be maintained. The 
early years of the 1960's saw the implementation of these ideas of Comrade Chen 
Yun. Readjustments were carried out in all sectors of the national economy, the 
scope of capital construction was diastically slashed, speed was lowered, various 
proportionate relations were readjusted. Through years of effort, the national econ- 
omy was rapidly recovered and developed. The growth rate of the economy in 1965-66 
was relatively high and quite a few economic and technological targets reached the 
best levels since the founding of the PRC. 


At present, we are again confronted with the tasks of further readjusting the na- 
tional economy and overcoming the disproportions in the national economy. Recently, 
the speed of development of the national economy has been slackened on the whole, 
especially heavy iudustrial output value, which will even temporarily decrease. 

That is to be expected. It is a good thing rather than a bad thing. This will 

help us carry out the economic readjustment in a down-to-earth manner and achieve 

a benign circle in the economy. Furthermore, some sectors of heavy industry used 

to have a long line. For this reason, according to this year's plan, their output 
should be reduced. For instance, the output of steel will be reduced from 37.12 mil- 
lion tons in 1980 to 33 million tons; some engineering enterprises must be closed, 
suspended, merged and shifted (to other types of production) so as to save raw and 
semifinished materials, power and comrunications capacity to ensure light industrial 
production. Precisely because of this, light industry again increased by 11.6 per- 
cent in the first half of this year on the basis of an increase of 18.4 percent 

last year; the proportion of the output value of light industry in the total in- 
dustrial output value increased from 46.9 percent in the whole of last year to 

50.4 percent in the first half of this year, thus enabling the proportions between 
light and heavy industry to become more coordinated. Thus it can be sean that 
proper reduction of speed and in particular the speed of heavy industry is needed 

to correct the serious disproportions between agriculture and light industry on the 
one hand and heavy industry on the other and to enable the national economy to 
develop in a proportionate way. We must not falter in our determination to further 
carry out the readjustment at the sight of the fact that the speed has dropped 
temporarily to some extent compared with that in the past and then turn back to 

the old track of blindly pursuing speed. Over the past 3 decades, we have really 
paid too high a price for blindly seeking high speed. The past experience indi- 
cates that it is not impossible to increase speed in a short period of time. It can 
be obtained for the time being by relying on putting together the equipment and 
drawing on reserves, but large amounts of goods which had a poor market were produced 














and kept in stock as a result. This speed is false, inflated and does not neces- 
sarily lead anywhere. This immense pursuit of speed in productionwill lead to large- 
scale discontinuity and another readjustment will have to be carried out eventually. 
Therefore, we must keep a clear head on the question of speed, uphold seeking truth 
from facts and no longer indulge in the so-called high speed, an action of seeking 
undeserved reputation and resulting in disasters. 


Of course, this does not mean that during the period of readjustment, the lower the 
speed the better and the more heavy industry drops in speed, the better. This is 
because when the economic effect cannot be increased correspondingly or on a large 
scale, the reduction in speed will hardly ensure market supplies, bring a decrease 

in financial revenues and result in such questions as large quantities of machines 
and equipment being left idle and holdups among the workers and difficulties in 
employment. In the long term, without the support of heavy industry, it will not 

do for light industry and zgriculture to further develop. For this, even in the re- 
adjustment period, there must be a certain speed in heavy industry. The measures 
are that first, it is necessary to gradually reform the organizational structure of 
enterprises in accordance with the principle’ of coordination between specialized 
departments in production, reorganize enterprises with energetic efforts, carry out 
strict economic responsibility systems from top to bottom and at every level, give 
full scope to the initiative of the enterprises as well as the staff and workers, 
greatly improve the economic effect of enterprises and strive to produce more goods 
which meet social needs with the same amount of consumption of energy and raw and 
semifinished materials. Second, it is imperative to vigorously develop the pro- 
duction of consumer goods, and further readjust the service orientation and product 
mix of heavy industry. Vigorously developing the production of consumer goods is 
the key step in advancing China's economy toward a benign circle. It will enable 
the economic structure of the country to become gradualiy rationalized and the 
production structure and the structure of consumption tobe better dovetailed, each 
promoting the other and both developing in a coordinated way, and ensure the stable 
growth of the national economy. Along with this, heavy industry must change its 
orientation from mainly serving capital construction .a the past to serving the 
technological transformation of agriculture and light industry and its own *ech- 
nological transformation. In the past, because of blindly seeking high speed and 
undertaking new projects and building new factories, the machines and equipment of 
many branches of our national economy have for a long time not been renovated and 
transformed properly. They are not only technologically backward and suffer from 
high consumption but many of them have been operating in spite of bad conditions 

with low efficiency and the costs of their products are expensive and quality is 
poor. Therefore replacing and transforming the machinery and equipment of exist- 
ing enterprises (including heavy industrial enterprises) in a systematic and all- 
round way within 5 to 10 years is an important measure for realizing modernization. 
This will provide a vast market for heavy industry represented by the machine-build- 
ing industry. Of course, it is not easy to effect this change and we are bound to 
meet with difficulties in bringing about this change. However, they are problems 

in our advance. In the process of this change, heavy industry will a‘\so undergo the 
etages of falling, rising again and then rapidly developing. In sum, during the 
period of readjustment, instead of excessively stressing speed, we must devote a lot 
of time and energy to reorganizing the industrial structure, reforming the organiza- 
tional structure of enterprises and technological transformation, and strive for 
speed while improving the economic effect. Although this speed cannot be high, it is 
a solid and sound speed. It will make us more sturdy and forceful in forging ahead. 
This is incomparable with the past “high speed." September, 1981 
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ECONOMIC PLANNING 


PRODUCTION OF DURABLE CONSUMER GOODS FORECAST 
Beijing JINGJI YANJIU in Chinese No 10, 20 Oct 81 p 72-77 


[Article by Mao Liben [3029 4539 2609], Yu Qingwen [0060 3237 2429] and Yang 
Lianhong [2799 6647 4746]: “The Demand Function of Several Types of Durable 
Consumer Goods: Studies on Demand Forecasting"] 


[Text] Because of the changed price structure brought about by increased 
national income and increased prices for the procurement of agricultural sideline 
products in the past several years, the consumer product mix for our people has 
also undergone some changes. The ratio of foodstuff has declined, but rhat of 
clothing and other daily needs has risen; and the demand for certain du: albe 
consumer goods, such as bicycles, sewing machines, wrist watches and radio sets, 
has rapidly increased. Since 1977, the light industrial enterprises have 
vigorously increased the production of these commodities, and miny other enter- 
prises, such as those engaged in national defense and machinery industries, have 
also switched to the production of these commodities. The increase of these 
supplies has been so rapid that people cannot help but ask these questions: At 
such a growth rate, will the saturation point soon be reached on the market? Will 
the shortage of supply for the demand soon be followed by a shortage of demand for 
the supply? What will be the demand quantities of such commodities in the next 
several years? 


To correctly work out the plans for the production of these commodities at present 
and for the development of production in future, we must conduct a quantitative 
study of the laws of supply and demand for these commodities and, on the basis of 
such a study, make a scientific forecast of the future demand quantity. This will 
prevent the possibility of any rash action in increasing and then decreasing their 
production which may lead to tremendous waste. Therefore, we have used the 
methods of econometrics to study demand functions of bicycies, sewing machines, 
wrist watches a J radio sets, and then forecast the demand quantities in 1980-1982 
in the hope tha this can be of help to present planning and future development. 


The procedure of our study was as follows: First, we made a theoretical study 

of the laws of supply and demand for durable consumer goods and the factors which 
may affect the quantities of supply and demand; then, based on the available 
statistical data, we chose the variables representing these factors, and looked 
for the quantitative relationship between the demand quantity and these variables 
in the form of a mathematical model. Then we evaluated this model according to 














these criteria: Whether the economic significance is reasonable; whether it can 
pass the statistical test; and whether the result of the forecast is satisfactory. 
When the result of the evaluation was unsatisfactory, we altered the model for a 
fresh evaluation. This step was repeated again and again until we obtained a 
satisfactory result. We repeated this step 9 times. Later, we referred our 
preliminary result to the experts and comrades having practical experiences for 
their comments, and then made further revisions. Now, one phase of the work is 
over. Then, based on the results of practical tests, we revised the model again. 


Laws of Supply and Demand for Durable Consumer Goods 


The demand quantity of certain commodities refers to the quantity of these 
commodities which people are willing to buy and capable of buying. If purchases 
are not restricted, the purchase quantity should be equal to the demand quantity; 
if the purchases are restricted, purchase quantity will be less than the demand 
quantity. The following study is based on the former condition. 


The laws of supply and demand for durable consumer goods are related to their 
special characteristics which are: 1. They can be used over a long time and 
there is no need for frequent purchases. 2. Generally, their prices are 
relatively high, and the consumers are rather strict with their selection. They 
will not buy these goods until they are satisfied that the quality is dependable, 
their performances are satisfactory, and their prices are suitable. These gocds, 
once purchased, are easily replaced. 


Because of these features, and provided the total population (or the number of 
households) remain unchanged, there will be a saturation level for the quantity 
of durable consumer goods in the society. If there are cnanges in the population 
(or the number of households), there is still a saturation level for the average 
quantity owned by each person (or household), because people's income cannot keep 
on rising indefinitely along with the passing of time. The gradual increase in 
the socially owned quantity, from the very beginning to its approach to the 
saturation level, can be indicated by the S curve in Figure I. In mathematics, 
they can be expressed in differential equations: 


dv 
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Here, y stands for the socially owned quantity“; y* stands for the saturation 
lebel and the quantity in society; a, @ are coefficients. The curve determined 
by equation (1) is called the natural increase curve, and the increase is fastest 
at the time of y = 0.37y*. The curve determined by equation (2) is called the 
logical curve, and the increase is fastest when y equals to 0.5y*. 


When the population (or the number of households) remains unchanged, Q, represent~- 
ing the purchase quantity of certain durable consumer goods, can be divided into 
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Q, for the quantity of new [or first] purchases, and Qj for replacement purchases, 
that is Q = Q) + Q2.- 


The quantity of new purchases in t years shown as Q,t is equal to the difference 
between yt, quantity of the present period, and ty-], quantity of the previous 
period. That is, Qic = ¥t ~ 1- Since Qiy is purchases within a certain unit of 
time, its change along with the passing of time can be approximately shown by 
using y, as the time differential, shown by the lower curve in the following 
diagram. 
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Figure I. Showing the change along with passing time in the quantity in society 
y and the quantity of new purchases Qe: 


Supposing that a fixed proportion of the socially owned quantity has to be 
replaced, then the quantity purchased for the purpose of replacement in t years is 
equal to y, ~ 1» the quantity owned in the previous period, multiplied by the 
constant of proportion k; that is, Qo, = ky; ~ ,- The value of k is mre than 
zero and smaller than 1, and the k value of the commodities quickly replaced is 
relatively large. The pattern of Q, showing the graduai change is about the same 
as that of y, except that the ordinate is reduced by k times. When the patterns 
of Qj¢ and Qo, are superpositioned, we will get the composite pattern as shown in 
Figure II for the purchase quantity changing along with the passing of time. 
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Figure II. The curve of change in purchase quantity Q,. 


According to this curve, the course of the purchase quantity, changing along with 
the passing of time, can be divided into four periods: 1. The incipient period. 
In this period, the growth of purchase quantity is slow, probably because a new 
product has not yet been accepted by the broad masses of consumers; because the 
quantity of supply is small; or because the prices are high. 2. The maturing 
period. In this period, the purchase quantity increases rapidly because the new 
product has gradually demonstrated its superiority; because the supply quantity 
has increased and the price decreased; or because the people's incomes have 
increased. During the later part of this period, the purchase quantity is quite 
large, but the rate of increase in the quantity gradually declines. 3. The 
saturation period. In this period, the purchase quantity has the highest value 
which basically remains unchanged. 4. The period of recession. In this period, 
the purchase quantity will gradually be reduced until finally it levels off at 

a balanced amount, because most people (or households) are already in possession 
of the product. By this time, the product is already in common use and no new 
purchases will be required. Qi, will be reduced to zero, and people purchase them 
only as replacements. 


Figure III shows the changes in the purchase quantities of the four commodities 
from 1952 to 1979 in the form of curves. A comparison of Figure III with 
Figure II will show that these four commodities in our country were in the 
maturing period. Among these commodities, radio has already reached the later 
Stage of maturing period, while the other three are in approximately the inter- 
mediate stage. 
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Figure III. Curves representing the purchase quantities of sewing machines, 
radios, bicycles, and wrist watches in our country. 


KEY: (1) Retail sales volume (4) Bicycle 
(2) Sewing machine (5) Watch 
(3) Radio 


We cannot make any long-range forecast on the basis of these statistical data. 

In a certain number of years, these four commodities will enter the saturation 
period, and the purchase quantities will not have the annual progressive rates 

of 20-60 percent as they had several years ago. Therefore, we only made a 3-year 
(1980-1982) forecast. Furthermore, while choosing the form of function to fit 
these curves, we did not use those of expontial functions or any higher order 
functions which increases very rapidly. 


Factors Affecting Demand Quantities and Choice of Variables 


There are many factors affecting the demand quantities of certain commodities, 
the main ones being people's incomes, the distribution of peoples incomes, the 
prices of these and other commodities, the population, peoples’ preferences or 
artistic tastes, and so forth. For durable consumer goods, the socially owned 
quantity is also one of the important factors. Except for the distribution of 
people's incomes--of which we have no data--and people's preference and a:tistic 
taste--which cannot be easily expressed in quantities--we have considered several 
other factors and chosen the variables to represent them: 


1. Retail Quantity Q 


Among the four commodities, radios have always been in abundant supply. With the 
exception of the Shanghai Brand--which in certain years were supplied on a ration 
basis--wrist watches were also liberally supplied. Bicycles have been on ration 
since 1973 after sewing machines in 1971; but before these years, they were off 
ration. During the rationing periods, the quantities of commodities for retailing 
were less than the purchase quantities expected by the people. Therefore, these 
quantities cannot truly reflect the demand quantity, and that is why we had to 
compute the demand function on the basis of retail quantities when the commodities 
were liberally supplied. The retail quantities of bicycles, sewing machines, 
wrist watches and radios were expressed by Qp, Q,, Q, and Q; respectively, with 
10,000 as the unit. 
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2. Social Purchasing Po._r for Consumer Goods S$ 


People's incomes are in two forms, namely money and material objects. A substantial 
portion, approximately 55 percent, of the materials consumed by our peasants are 

of a self-supporting nature. Money is not involved by this type of materials 

from their production to their consumption. Therefore, this portion, considered 

as income, do not constitute any social commodity purchasing power. Only the 
income in the form of money earned from the sales of agricultural sideline products 
or other sources by the peasants, and the money used by the people or social groups 
for the purchase of commodities can constitute social commodity purchasing power. 
If the portion used for the purchase of the means cf production in agriculture is 
left out, the remainder is the social purchasing powex for consumer goods. 
Obviously, when we study the demand for these four coimodities, it is appropriate 
for us to use this purchasing power as the independent variable of people's income. 
In foreign countries, the incomes at the disposal of individuals are used in the 
study of the demand function, but we do not carry out this kind of statistics. 

The social consumer goods purchasing power is counted in units of 100 million yuan. 


3. Retail Price Index for Consumer Goods P 


The retail price index of consumer goods reflects changes in the prices of consumer 
goods. Data of consumer goods purchasing power obtained from time series are 
calculated on the basis of prices of the same year. After dividing it with this 
index, we have the consumer goods purchasing power based on invariable prices, 
reflecting the increase in the actual purchasing power. After being divided by 
this index, the prices of certain commodities will become the relative prices. The 
index of 1952 is 100. 


4. Mixed Average Retail Price of Bicycles Pb 


Bicy .es are of many brands and specifications, and their prices cannot be the 
same. We used the mixed average retail prices of bicycles as the price of this 
type of commodity. The so-called mixed average retail price means a specific 

value derived from the total proceeds from the retail sales of bicycles in 1 year 
divided by the tota‘ quantity of bicycles sold in the same year. The mixed 

average retail prices for wrist watches, sewing machines and radios are represented 
by Pw, Ps and Pr respectively, and the unit is yuan. 


5. Total Population N, with 10 million people as a unit. 


6. Socially Own Quantity M, with 10,000 as a wnit. As already pointed out, the 
socially owned quantity refers to the quantity of new commodities owned. In 
current statistics, the absolute owned quantities are used. However, if one 
bicycle has been used for 15 years and another is newly bought, their owners' 

needs for their replacement are obviously not the same. Therefore, the use of 

the absolute owned quantity for analyzing the need for purchasing is inappropriate. 


Choice of Principal Factors 


In actual calculation, apart from the above mentioned factors, we added the time 
variable T and the difference between the source of consumer goods--reflecting 
the situation of market supply--and the purchasing power represented by variable U. 
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During the calculation, we discovered that when there were many independent 
variables, the t test value of many independent variable coefficients was lower 
than the significant value of the t test. For cxample, one of the forms of wrist 
watch demand function is: 


Ow = —942.8+99. 5-2" +1. 375414, 7N 

aon ” ©5352 «ae 
—31.5T +25. 2M-, —0, 28U 
(-2.67) (7.16) (-0.64) 


in this form, the numerical value within the parenthesis below each coefficient is 
the t test value of that coefficient. When the sample number is 26 and the sig- 
nificant level is 0.05, the significant value of © test is 2.06. Among the 
coefficients of the six independent variables in this form, only the coefficients 
of the time variable T and the owned quantity of the previous period M-l can pass 
the t test, but not the other four. This shows that the standard deviation of the 
estimated value of these four independent variable coefficients is quite large, 
and therefore unreliable. 


Our experience in the calculation shows that when the number of independent 
variables is large, it would be very difficult to make the t test value of the 
coefficient of every independent variable significant. Furthermore, if there are 
too many independent variables, the forecast will be difficult. 


There are certainly many factors playing different roles. Therefore, we must pay 
attention to the principal factors and try to use the least independent variable 

to give a fairly satisfactory explanation of the changes in the factors so that the 
value of multi-correlation coefficient R will be more than 0.9. 


There are two methods usually used for choosing the principa. factors: One 
method is to choose according to the contribution of each independent variable 
to the variance of the factor. At each step in the course of calculation, we 
chose one important independent variable to be included in the regression equation, 
and checked to find out whether the independent variable previously included in 
the regression equation had lost its original importance because of the inclusion 
of the new variable. If it had, then it would be deleted so that the final 
regional equation would include the important variables... To conduct this type 
of screening, we constructed a statistic quantity F 1 3 and 

a q+ (n - k - 1) 


included the critical value in computing programming, and the computer would 
automatically screen or delete the independent variables. This method of choice 

is based on practical data and is a purely mathematical method. Another method is 
based on economic theories for the choice of tne independent variable with a strong 
effect on the demand quantity. In practice, we used these two methods combined. 





Choice of Function Form and Time Series intervals 


It was very difficult for us to find out about the form of actual functional 
relation between the demand quantity and the independent variable. Therefore, we 
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had to use the several functional relations often used (linear, square, cubic, 
logarithm, semilogarithm, exponential and reciprocal relations) for our calcula- 
tion, and chose the functional relation that could best fit (as determined by the 
R test value) fr representing the actual functional relation. 


As to the choice of the intervals of time series, it should be better for the 
range of choice to be as wide as possible according to the requirements of mathe- 
matical statistics, because many hypotheses of mathematical statistics are based 
on large-scale sampling. Since rationing in sewing machines and bicycles began 
in 1971 and 1973 respectively, we used 1952-1970 and 1952-1972 intervals of time 
series as data instead of the data before 1969 and 1971 in cilculating the demand 
functions of wrist watches and radios. The reason was that from the curves in 
Figure IV, showing the changes in the purchase quantity of wrist watches, in the 
population, and in the consumer goods purchasing power, we can see that the linear 
combination of independeat variables for population and purchasing power cannot 
be modeled to fit the curves of wrist watch purchase quantity. The curves of 
population and purchasing power cannot become the curve of wrist watch purchase 
quantity--which has to be approximated with a broken line--through linear trans- 
formation (translation, transversion or superposition). This was also proved by 
the resu)t of our calculation. Under such circumstances, we could use the entire 
time series data for a linear fitting or the data from the second half of the time 
series (1971-1978) for a linear or second order curve fitting. The latter method 
is suitable for forecasting increases which will not gather unexpected momentun. 
For wrist watches, we use the data in 1971-1979 for a second order curve fitting. 
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Figure IV. Curves showing gradual changes in population, purchasing power and 
wrist watch purchase quantity. 


Demand Functions of Wrist Watches, Radios, Bicycles and Sewing machines 


We used the common least square method (OLS) for calculating the demand functions 
of these four commodities. 
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If we used different forms of independent variables and different independent 
variable combinations in working out the demand function of a commdity, we could 
obtain many different functional forms. We tried more than 40 different forms 
for each of these four commodities. What was the form finally chosen? We made 
our choice according to these three criteria: Whether it is rational in an 
economic sense; whether it can pass the test of mathematical statistics; and 
whether the forecast result is good. The so-called rationality in an economic 
sense mainly means that the symbols of various independent variables should 
correspond to reality. In the caseofordinary commodity, for example, the symbol 
of an income variable should be +, meaning greater demand quantity for higher 
incomes; the symbol of price variable should be -, meaning small demand quantity 
for high price. In econometrics, this is called symbol test. The so-called 
“passing the test of mathematical statistics" refers to the mlticorrelation 
coefficient R, the DW value for testing first order autocorrelation, and the t 
test value of various coefficients. The so-called good forecast result refers 

to the negligible difference between the demand quality of 1979 extrapolated from 
the demand quantity (ac. .rding to the 1952-1978) and the actual value of the same 
year. 


In studying the demand function system, foreign countries generally use the linear 
demand system or a demand function system of equal flexibility. We also tried 
these methods, but gave up because of unsatisfactory results. The forms of demand 
functions we finally chose and the tests are as follows: 


For watches: Qe = — 095. 64+ 251. 52— — 307. 1s-F> 
(19.85) (1.53) 
ieana.ors5 NWe °. 59 
(7% 1978) 
O,<65.2) 1.10 —eye 20.99 DWesss 


For radios: s "™ C19731—1978) 


In the above forms, R is the multicorrelation coefficient after adjustment with 
the degree of freedom. In the demand function of wrist watches, the t test value 
of the price variable coefficient is not significant. dowever, we still had to 
keep this variable for analyzing the effects of price on the demand. The 
independent variable of the demand function of radio is the quotient of the 
consumer goods purchasing power and the radio price. This seems a little unusual, 
but will be explained in the section dealing with multicollinearity. The results 
of the tests on these two functions are as follows: 
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Unit: 10,000 




















Extra- 
Intrapolation polation Forecast 
1977 1978 1979 1980 
Wrist Actual value 1149.7 1388 1944 2534 
Watch Calculated value 1147.9 1387 1963 2411 
eadio | Actual value 994.1 | 1388 1639 2722° 
Calculated value 989.2 1394 1611 2353 




















Demand function for bicycles. 


inQ, = - 14.50 + 0.885In— + « °° iN 


heQo6, OWe<174 


(1952--1972) 


(5.73) 


The results of interpolation and extrapolation tests are as follows: 




















Unit: 10,000 
Inte polation Extrapolation 
Test Test 
1971 | 1972 1973 ia 1977 1 1978 
Actual value 356.7 | 425.2 443 | 809.6 | 954.5 
Calculated value 270.8 | 440.0 525 | 949.2 | 1188.1 





Judging from the result of the interpolation test, we can see only some slight 
After 1973, the calculated demand quantity exceeded the actual 
This shows rationing as the cause. 
quantity was restricted by rationing, it was difficult to find out the actual 
demand quantity, or to evaluate the result of the forecast of the demand function. 
But the tight supply on the market shows the disparity between supply and demand. 
The usefulness of this function is that it can estimate the disparity bet:ween 


difference. 
purchase quantity. 


supply and demand. 


Demand Function for Sewing Machine: 


a’ 


OQ .0.395 +0,0003T° 
(13.25) 


Kh = 0.057 
(19.2~—1970 


Since the purchase 


OW = 1.17 


In this demand function, only two variables--for population and time--were 


considered. 


The variables of consumer goods purchasing power and sewing machines 
price which are economically significant are not included in the demand function 














because the result of the demand function including these variables was 
unsatisfactory. For example, the price of sewing machine was basically unchanged 
in 30 years, and that was why we could not use the methods of mathematical 
statistics to accurately determine the actual effect of price on the demand 
quantity. The result of the test of this function is as follows: 


Unit: 10,000 


























Interpolation Extrapolation 
Test Test 
1970 1971 1978 1979 
Actual value 218.7 235.9 439.8 540.0 
Calculated vaiue 202.9 236.0 603.0 677.0 





The large error in the interpolation tes’ in this demand function and the close 
approximation of the extrapolated value in 1$71 cannot indicate why rationing 
began in 1971. After 1972, the calculaced value was larger than the actual 
value. The trend was correct, but it was hard to evaluate its merits or short- 
comings. 


Forecasting 


The use of regression analysis as a means of forecasting does not simply and 
unconditionally show the demand quantities of these four commodities in the next 
several years. There should first be hypotheses of the population, the consumer 
goods purchasing power, the price indices of consumer goods and the numerical 
value of exogenous variables of watch and radio prices in the next few years. 
Accuracy of the forecast is determined by the accuracy of the function as well 

as thet of the hypothetical numerical value of these exogenous variables. In 
hypothesizing the numerical value of these exogenous variables, we extrapolated 
according to the trend of changes in these variables in the past few years and at 
the same time revised the extrapolation value according to the economic conditions 
and the policies and measures adopted in the next few years. 


lL. Population: The population growth rate dropped slowly and steadily from 1.6 
percent to 1.33 percent. On this basis, we hypothesized a steady growth rate 

of 1.32 percent in 1980, 1981 and 1982, and the hypothetical values of these years 
worked out to be 987.73 million, 996.72 million and 1,009.87 millicn. 


2. Prices of wrist watches and radios: Since wrist watches are more commonly 
used in cities than in the countryside, and there is the possibility that the 


increase of low-price watches may be quicker than the increase of imported watches, 


the mixed average retail price of watches may slightly drop. Accordingly, we took 
122 yuan, 121 yuan and 120 yuan as the hypothetical mixed average retail prices 


of watches in 1980-1982. With the same method, we took 42 yuan as the hypochetical 


mixed average price of radio in the same 3 years. 
}. Consumer goods purchase power and their price indices: 


After analyzing the economic conditions in 1980 and the efiects of the policies to 
be adopted in future on the economy, and then estimating the rise and fall of 
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consumer goods purchasing power and their prices indices, their hypothetical 
numerical values are as follows: 











1980 1981 : 1982 
Consumer goods purchasing 
sewer (in 160 million yese) 1,915.4 2,030.3 2,151.1 
Consumer goods price indices 130.4 131.4 | 132.0 





On the basis of these hypothetical values, we worked out the forecast values as 
follows: 


Forecast value of demand quantities for wrist watches, radios, bicycles and sewing 
machines: 




















1980 1981 1982 
Wrist watch 2411 2600 2817 
Radio 2353 2684 2800 
Bicycle 1398 1541 1706 
Sewing Machine 698 846 942 








Here, two points should be clarified: 


1. The forecast for bicycle and sewing machine is for the demand quantity instead 
of the purchase quantity which is determined by supply. From the forecast values 
of the demand quantity, we could roughly decide up to what point should the supply 
quantities be increased before they can be off rationing. Of course, if rationing 
is suddenly replaced by a liberal supply, then the demand quantity, which has not 
been realized for many years, may produce an impact on the purchase quantity. 
However, if the replacement is gradual, the impact will not be significant. 


2. Since the purchase quantity of radio is already in the late maturity period, 
and may enter the saturation period in i982 with reduced growth rate, we had to 
revise the forecast value of the demand quantity of radios. 


Mul ticollinearity 


In conducting a multiple regression analysis, the most difficult problems 
frequently encountered are those of multicollinearity and serial correlation. 


Multicollinearity refers to a high degree of correlated relations among many 
indepencent variables. If a complete correlated relation exists among independent 
variables, the rank of the data matrix x(n xk) will be Jess than k, and the 
estimated value from the least square method A = (x'x) “x'y cannot be explained. 
Then none of the coefficients can be estimated. If a high degree of correlated 
relations exists among many independent variables, it will bring about the 
following results: 1. Less accurate estimates and increased standard deviation 
of the estimated value of certain coefficients; 2. the possibility of incorrectly 
deleting some useful independent variables; and 3. over-sensitiveness of the 
estimated value of coefficients to the special value of certain samples and the 
possibility of violent changes in the estimated values of the coefficients if a 
few observation values are added to the data of time series. For example, in 
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our estimation of the demand function of radio, we had two functional forms A 
and B. 
A d+--i be eo e Cs $-- 26.2364 


61.55) their Ces7) 


0.065N (1952—1976) 
(0.60) Kk=0.9 DW=0.007 
B Qs —859.8+ 355.3 — + 0.03= + 2.036 - 
(1.28) (0.0004) (2.89) 
0.008N (1952—1978) 
(-0.699 R=0.94 DW=0.047 


The independent variables in these two functional forms are almost identical, with 
the exception that in B, the data are obtained from a time series of 2 more years. 
From the t test value cf their coefficients, we can see that the standard 
deviation of coefficients is quite large. In both A and B, the change in the 
coefficient values in the same independent variable is very large, and some of 
changes were even from plus to minus. For example, the coefficient of S was 

P 
changed from 67.8 to 0.03; that of N, from 0.065 to minus 0.008. Obviously, this 
form of function cannot be used for forecasting. The cause of this situation is 
that between the variable G for the source of goods and variable S for the 
purchasing power, and between variable N for population and variable S for purchas- 
ing power, there exist a high degree of correlated relations, one of the simple 
correlation coefficient being 0.987 and the other being 0.94. 


There are three methods to overcome this multicollinearity: 1. Cancel one of 
the two collinear variables; 2. Change the form of definition of the independent 
variables; and 3. use the combination of time series data and cross-section data. 
We used the second method. The situation was as follows: 


In the past 10 years and more, the purchase quantity of radios has been increasing 
sharply. One of the important causes was that the price gradually decreased, and 
another important cause was that the purchasing power gradually increased. 
However, if these variables are put together, the result will be unfavorable. 

For example: 


0, =—545.6 + 121.75 +522 


P 
(4.26) (0.37) (1952—1976) 
K=0.89 DW=1.13 


The symbol of the price variable in plus, meaning, the higher the prices, the 
bigger the demand will be. This is theoretically impossible and does not cor- 
respond to facts. The reason for this situation is that between consumer goods 
purchasing power S and radio price Pr, there existed a negative correlated 
relation of a high degree, and the correlation coefficient was minus 0.9. By 
that time, if we cancelled one of the two variables, there could not be a 
satisfactory explanation of the laws of demand. To overcome this contradiction, 


21 








we defined the quotient > of consumer goods purchasing power by the radio pr‘ce 


as a new independent variable. By this means, we solved the problem of col) inear- 
ity and preserved the two factors with fairly good result. 


(Appendix: In writing this article, we have received very great help from 
Comrade Dai Xiande [2071 5029 1795] of the State Statistical Bureau; Comrades 
Yang Derun [2799 1795 3387], Lu Cheng [7627 6134] and Wang Weifan [3769 4850 
5603] of the Ministry of Commerce. Comrades He Bei [6320 6296] of the Industrial 
Economics Institute have helped arrange the data.) 


First draft in January 1981 
Revised in May 1981. 


(Work units to which the authors belong: Mao Liben, Industrial Economics Institute 
of Chinese Academy of Sciences; Yu Qingwen, Jiang Yuhua and Yang Lianhong, 
Accounting Center of State Planning Commission) 


FOOTNOTES 


l. This was compiled in December 1980 and January 1981 when statistics for 1980 
were not yet available. 


2. The socially owned quantity here means the owned quantity of new products. 
For example, 100 watches which are 50 percent new means 50 new watches. It 
does not mean the absolute owned quantity. 


3. Here, n is the figure of observation value; k, the figure of independent 
variable; Q+, the remaining sum of squares; and Qj, the additional value of 
the remaining sums of squares after cancelling the j number of independent 
variables. (See "Foundation and Methods of Probability Statistics" by the 
Mathematics Department of Nanjing University, First Edition in 1979, Chapter 
5). 


4. The error in the forecast value of radio in 1980 is fairly large. The 
reason was that in 1980, purchasing power in the countryside increased 
rapidly and the demand quantity of radios of modernate prices sharply 
increased. The social consumer goods purchasing power variable represents 
the total of both urban and rural purchasing power. It cannot reflect the 
difference between the urban and rural demands for commodities. 
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ECONOMIC PLANNING 


EXAMPLE OF ECONOMIC READJUSTMENT IN NATIONAL ECONOMY LAUDED 
Guangzhou GUANGZHOU RIBAO in Chinese 23 Oct 81 p 2 


[Article by Xie Feng [6200 6912]: “After Undertaking Economic Responsibility, 
We Must Bear in Mind Readjustment as a Major Issue"™] 


[Text] During my news coverage in Shiqiao Township in Panyu County, I heard of 
two thought-provoking stories. 


One of them was about a plastic plant in Shiqiao township. The plastic sandals 
produced by this plant are low in price and attractive ir design, and are sell- 
ing well in the cities of both Guangdong and Guangxi. From January to September 
this year, the production greatly increased and sales increased by 72.2 percent 
over the same period of last year; and the total profits also increased by 1.26 
times. After handing over the guaranteed profits to the state according to the 
fixed index, the remaining profits were used as production and collective wel- 
fare funds. The above-quota piecework wages and the bonuses of the workers 

were also increased. Normally, this plant should have seized this opportunity 
and increased its production to earn more profits. But, instead of doing this, 
the plant decided to cut the output of these sandals by 30 percent, and its re- 
tained profits as well as the workers bonuses were reduced correspondingly. Why? 
Li Zhengyuan [2621 2181 0997], secretary of the plant's party branch and concur- 
rently plant director, said: First, the weather has turned cool and the demand 
for sandals is reduced. More important still, we have to bear in mind the over- 
all situation. Plastic sandals are now in oversupply instead of short supply. 

If we think only of our marketing and continue the mass production, the over- 
supply will be even more excessive, and our plant will eventually have to suffer. 


Another story was about a pharmaceutical plant, also in Shiqiao. This plant 
produced distilled water in 2 cm° ampules selling at a factory price of 35 cents 
each. The cost of the glass ampule and the packing materials amounted to 16.6 
cents each. The production of distilled water in ampules involves many work se- 
quences, and there is strict control of the quality. Therefore, such production 
could easily bring losses. After assuming the responsibility for economic re- 
sults, some comrades in the plant proposed that production of this product be 
reduced and the slack made up by the production of other profitable items. 
After careful study, the plant leadership held that since distilled water was 
urgently needed by the public health stations of the communes and the medical 
centers of the production brigades in the countryside; and since other plants 
were unwilling to produce it, it was in short supply. As a pharmaceutical plant, 
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it must consider the urgent needs of the brothers in the countryside instead of 
making profits by reducing the already short supply. Therefore, the plant pro- 
ceeded with its production in accordance with the requests of the provincial 

and municipal pharmaceutical companies. From April to September of this year, 
it produced a total of 315,000, 2 cm? distilled water ampules; this exceeded the 
same period of last year byw 2.15 times. 


The merits of these two plants lay in their understanding of the dialectical re- 
lationship between the short and the oversupply of products. In the case of the 





former, the plant did not want to create problems for the readjustment and willing- 


ly curtailed the production of a profitable item; while, in the latter case, the 
plant had to continue the production of an item which brought only meager profits 
or even losses because it wanted to meet the requirements of the readjustment 
program. Despite their different lines of business, they upheld the same princi- 
ple: restructuring of the economic system should be subordinated to the major 
issue of national economic readjustment. Their concern for the overaii situa- 
tion is most commendable. 


It should also be pointed out that while ideological and political education is 
certainly necessary in treating readjustment as a major issue, we must also con- 
sider the workers’ material benefits. We must not forget about their material 
benefits while admiring their noble gestures. This problem is also being well 
handled by the leadership in Shiqiao. The leadership in the plastic plant was 
aware that tie large-scale reduction of plastic sandal production would also 
mean a large-scale reduction of incomes from above-quota piecework wages for 60 
percent of the workers. Thus, after the completion of their regular duties, the 
workers were organized to make plastic model heads for the wig workshop as a 
means of making up part of their loss. The leadership of Shiqiao Township was 
also aware that part of the products of the pharmaceutical plant were sold at 
meager profits or even at a loss. In consideration of the plant's heavier re- 
sponsibility, the township leadership decided not to increase the profits to 

be guaranteed by this plant. It even allocated 50,000 yuan and obtained a bank 
loan of 220,000 yuan for this plant to expand its buildings and to buy some more 
equipment for the production of some urgently needed, but more profitable items 
in order that the monthly above-quota piecework wages for its workers could be 
maintained at a medium level in the township. 


The concern of the plastic plant and the pharmaceutical plant in Shiqiao for 
the overall situation, and their experiences in combining political work with 
economic means deserve to be studied by all of us. 
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ECONOMIC PLANNING 


MACROECONOMIC, MICROECONOMIC EFFECTS IN BUSINESS MANAGEMENT STUDIED 
Xian SHAANXI RIBAO in Chinese 28 Oct 81 p 3 


[Article by Lai Wanxian [0171 1354 0103], Wang Chiwei [3769 2170 0143] and Liu 
Shuduan [0491 3219 4551]: “Economic Results Should Be Viewed in Light of the 
Overall Situation" ] 


[Text] Economic results should be studied in light of the entire national econ- 
omy instead of entirely from the standpoint of the enterprises. In analyzing 

the reproduction of circulation of social capital, Marx pointed out: "The move- 
ment of social capital consists of the totality of the movements of its indivi- 
dualized fractional parts and the turnovers of the individual capitals." ("Col- 
lected Works of Marx and Engels" Vol 24, p 390) "The circuits of the individual 
capitals intertwine, presuppose and necessitate one another, and form, precisely 
in this interlacing, the movement of the total social capital." (Ibid, p 392) 
Marx's remarks are applicable to all large-scale socialized production. Ina 
socialist society, all enterprises serve as links in the chain of social divi- 
sion of work; and in the movement of reproduction, they “intertwine, presuppose 
and necessitate one another.” As independent commodity producers, the enter- 
prises exchange products with one another, and it is precisely in this process 
of "interlacing" that socialist reproduction takes place. Whether the products 
of an enterprise correspond to social needs; whether their prices are high or 
low; and whether their quality is good or poor will produce certain effects on 
production in other enterprises. This holds true not only for the departments 
and enterprises producing primary and intermediate products, but also for those 
producing the end products. If the steel materials produced by an iron and steel 
plant are not suitable for the requirements of other units, then the consumer 
units will have to process or remake them; they may even be compelled to use high- 
grade materials on minor products for which materials of an inferior grade should 
be adequate. To increase the production of consumer goods, a certain province 
had to remake 40,000 tons of thick steel piates into thin sheets, and the cost 

of the remaking was more than the total production costs of the original produc- 
ing plant. From the plant's point of view, the production of thick steel plates 
should yield good economic results because of the low consumption of raw mater- 
ial and energy, and the high output value and profits. However, if we include 
the expenditure of time and money to remake them by the other units, the economic 
results are quite poor. In other words, microeconomic and macroeconomic effects 
are not necessarily identical. They have identity as well as contradiction. 


Generally speaking, microeconomic effects are the foundation of macroeconomic 
effects, because the economic results of individual departments and enterprises 
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must be improved before there can be a firm foundation for social economic re- 
sults. Good social economic results will be out of question if the economic 
results of all departments and enterprises are poor. Therefore, all enterprises 
must make every effort to improve their own economic results. 


However, the improvement of economic results for individual enterprises must be 
predicated on the condition that the overall interests and the interests of 
other departments are not jeopardized. For some time, because some localities 
did not correctly understand the principle of bringing local strong points into 
play, many small textile factories were built in cotton-producing areas; many 
small tobacco factories were built in tobacco-producing areas; and many small 
sugar refineries were built in areas producing sugarcane and sugarbeets. Thus 
the number of small textile factories, small tobacco factories and small sugar 
refineries increased rapidly. From the local point of view, these strong points 
were indeed impressive. From the social point of view, however, this was a 

case of small factories competing with large plants and backward technology 
competing with advanced technology, resulting in higher consumption, higher pro- 
duction costs and serious waste. Overlapping production and rashly started con- 
struction projects have brought great harm to the national economy. A similar 
situation has also existed in foreign trade. For example, the Fengquan brand 
rugs produced in Tianjin is a brand name product enjoying high prestige in the 
world market. However, because of the shortage in the supply of wool, produc- 
tion of this rug was not enough to meet the world market demand. Now, the 
wool-producing areas, eager to share foreign exchange earnings, are exporting 
their wool, while Tianjin has to import woolen yarns made from our exported 
wool. The export of each kilogram of wool brings in $0.88 in foreign exchange, 
but the export of rugs made of 1 kilogram of wool can bring in $6.13, also in 
foreign exchange. Then according toour calculation, the foreign exchange earn- 
ings from rugs are 7 times that of wool. From the standpoint of the wool- 
producing areas, we can see that their foreign exchange earnings have sharply 
increased; but from the standpoint of the nation, our foreign exchange earnings 
have declined a great deal. Similar instances are too many to be recounted. 
They all show the contradiction between microeconomic and macroeconomic effects. 


Contradiction between microeconomic and macroeconomic effects is essentially 

the contradiction between the part and the whole, and between present and long- 
range plans. Whenever such a contradiction arises, we must attach greater im- 
portance to the interests of the whole. This is an important principle for us 
in handling all economic problems. Stalin studied profits from the angle of the 
entire national economy and over a long period of time, and then called them 
high-grade profits. Stress on high-grade profits is an objective requirement 
according to the law of planned and proportionate national economic development, 
because they can help bring about an overall balance in the national economy 

and prevent any overall damage. Stress on high-grade profits does not mean 
ignoring the profits of individual enterprises, because these profits form the 
foundation of high-grade profits. 


From what has been pointed out, we can see that stress on economic results es- 


sentially means the observance of the law of timesaving (which Marx called "the 
primary law"). In other words, we have to economize labor consumption in the 
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process of production as well as to distribute social labor in a planned and 
proportionate way. Correct handling of the relationship between microeconomic 
and macroeconomic effects is an important aspect in time-saving. While the 
national economic readjustment is going on, we must use macroeconomic effects 
as a yardstick for our important economic policy decisions. 
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ECONOMLC PLANNING 


BRIEFS 


JTANGXI INDUSTRIAL MANAGEMENT REFORM--Sixty counties and cities in Jiangxi Province 
have carried out a structural reform of the industrial management system. Industrial 
bureaus have been abolished and economic commissions set up. Under the new system, 
the state enterprises are given greater self-management powers. This is conducive 

to improving their management, increasing output, improving product quality, 
expanding export aid increasing foreign exchange earnings. [Nanchang Jiangxi 
Provincial Service in Mandarin 1100 GMT ‘) Dec $1] 
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ECONOMIC MANAGEMENT 


ADVANTAGES OF ECONOMIC RESPONSIBILITY SYSTEM DISCUSSED 
Shanghai WENHUI BAO in Chinese 22 Oct 81 p 3 


[Article by Lu Qiaozhen [7627 1564 3791]: "Why Do We Adopt the System of Eco- 
nomic Resyonsibility for Industrial Production?"] 


[Text] Since the Third Plenary Session of the llth Party Central Committee, in- 
dustrial enterprises throughout the country have gradually set up the system of 
economic responsibility for industrial production, along with the intensification 
of the experiment of expansion of decisionmaking power for the enterprises and 
the implementation of the eight-character policy of “readjustment, restructuring, 
consolidation, and improvement." Inspired by the various forms of responsibil- 
ity in agriculture, the nationwide industrial and communications conference, held 
in April this year, proposed that a system of economic responsibility for produc- 
tion should be popularized in the industrial-communications sector. In July, the 
State Economic Commission also held an enterprise-consolidation symposium in 
which the use of an economic responsibility system was proposed as a breakthrough 
in enterprise consolidation. For more than half a year, there have been new de- 
velopments in the practice of the system of economic responsibility for produc- 
tion by industrial enterprises in various localities; and a new system of eco- 
nomic management characterized by both vertical and horizontal integrations is 
now gradually taking shape. 


The present system of economic responsibility for industrial production consists 
of two parts. The first is the economic responsibility of enterprises to the 
state, with responsibility for profits and losses as the main feature. This 
system was set up after the experiment of expanded decisionmaking power among 
separate groups of enterprises. The system in Shanghai mainly takes the form of 
paying taxes instead of handing in profits, assuming responsibility for profits 
and losses, and retention of a portion of the profits; and most enterprises have 
practiced the system of profit retention. The second part is the system of eco- 
nomic responsibility within enterprises, based on the principie of "tc each ac- 
cording to his work." This is a system of distribution being gradually set up 
on the basis of strengthened planning control, quality control, and economic ac- 
counting and in combination with improved systems for evaluation and for rewards 
and punishments. In Shanghai, this system generally takes the forms of piece- 
work or semipiecework wages, floating wages, rewards according to the number of 
workpoints, and rewards for cadres according to their responsibilities. The 
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most common form is that of rewards according to the number of workpoints. The 
system of the enterprise's economic responsibility to the state and its internal 
economic responsibility system are mutually supplementary. 


Why is a system of economic responsibility for industrial production necessary? 


Practice of the system of economic responsibility for industrial production is 
an important reform in the structure of our country's industrial management. It 
has three major advantages: 


1. It takes into consideration the interests of the state, the enterprise, and 
the workers and gives expression to the socialist principle of material benefits. 


For a long time, all revenues and expenditures were handled by the state in a 
unified way, and there was no difference between good and poor enterprise manage- 
ment. Under an equalitarian way of distribution, no distinction was made between 
good work and poor work among the workers; and there was no common interest among 
the state, the enterprise, and the workers. Since the enterprises had neither 
external pressure nor intrinsic driving force, people at all levels paid no at- 
tention to economic results. Under the system of responsibility for profits and 
losses, however, the interests of the state and the enterprises become integrated; 
and the relationship between them is being properly handled so that there is no 
more problem of “eating out of the same pot" within the enterprises. Provided 
increased state revenues are guaranteed, consideration of benefits for both the 
enterprise and workers embodies the socialist principle of material benefits and 
will certainly promote production and improve the economic results. In the past 
2 years, out of the profits realized by the enterprises participating in the 
profit-sharing experiments carried out by 10 principal industrial bureaus, 93.2 
percent was handed over to the state, 5.1 percent was retained by the enterprises, 
and 1.7 percent was paid to the workers as bonus. This was a correct way of 
handling the interests of all three parties. Because of the concern of the en- 
terprises and the workers for socialist production and the fruits of labor, there 
have been increases of both production and income. According to statistics of 
the experimental units in Shanghai in 1980, the total industrial output value and 
the total profits were increased by 7.5 percent and 7.47 percent, respectively, 
over the previous year. These increases were higher than the average municipal 
increases, which were only 5.33 percent and 4.55 percent, respectively. 


2. It helps integrate economic rights, responsibilities, and interests and then 
brings vitality to socialist economy. 


In the past, all manpower, money, and materials were in the hands of the state 
and under rigid control, while the industrial enterprises virtually become an 
appendage of the departments in charge and had very little decisionmaking power. 
That was why the enterprises had no economic responsibility or the desire for 
their economic gains and paid no attention to social needs, business management, 
or economic accounting. Socialist economy is based on a basic identity of in- 
terests among all people. At the same time, it exists on the basis of a commod- 
ity economy with differences of economic interests. As commodity producers en- 
joying relative independence, socialist enterprises should have the necessary 
decisionmaking power in business management and be able to organize their 
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production according to social needs and for their own benefits. Through the in- 
tegration of rights, responsibilities, and interests, the enterprises will have 
certain independent authority in business management which will enhance their 
sense of being masters of their own affairs. They will then attach greater in- 
portance to market needs, improve their rules and regulations, pay more attention 
to economic results, develop democracy, and manage their business efficiently in 
order to eniiven the economy. Despite the difficulties resulting from the read- 
justment of their production and the restricted steel supplies, the metallurgic 
trade in Shanghai adopted the system of sharing above-quota profits and assuming 
the responsibility for profits and losses. In the past 2 years, while readjust- 
ing the internal proportionate relationship and tapping the potential of its own 
equipment, it got rid of the airs of a “steel magnate,” changed its business 
methods, and went around visiting 25 provinces and municipalities besides contact- 
ing the principal industrial departments in Shanghai, in an effort to serve social 
needs. iis a result, the quality of its products was much improved; their varie- 
ties were increased; the consumption of raw materials and energy was much reduced; 
and their export trade was expanded. The amount of its profits handed over to 

the state in these 2 years was five-and-a-half times its average annual profits 
since the founding of a socialist enterprise was given full play. 


3. It helps overcome equalitarianism in distribution and to implement the prin- 
ciple of “to each according to his work." 


For many years, because of the influence of “leftist™ mistakes and the interfer- 
ence and sabotage by Lin Biao and the “gang of four,” the enterprises were unable 
to implement the socialist principle of “to each according to his work,” and 
equalitarianism prevailed. In essence, part of the fruits of labor of those who 
produced a great deal of high-quality goods were taken away free by those who 
produced only a little inferior goods. The result was discouragement to the ad- 
vanced and encouragement to the backward, with adverse effects on production. 


The system of bonus was restored in 1978. However, equalitarianism is still com- 
mon in the payment of bonus. The present system of economic responsibility among 
enterprises is an effective measure to further overcome equalitarianism. Under 
the internal system of economic responsibility of enterprises, direct links are 
formed between the workers’ job responsibilities, their contribution of labor, 
and their incomes. Provided the fulfillment of the state's principal economic 
indices is ensured, contribution and responsibility are the decisive factors in 
wages and bonuses. This is in line with .ie principle of more pay for more work, 
less pay for less work, and no pay for no work and greatly raised the workers‘ 
morale. Economic results are now much improved. The Shanghai Port Administra- 
tion Bureau had a leading crew of 20,000 persons. The introduction of a semi- 
piecework wage system brought about a profound change in their attitude toward 
work. All of them are now concerned with production and eager to work and to 
make their own contribution. Compared with 1979, the volume cf traffic handled 
at the port in 1980 increased by 47.6 percent, the profits increased by 100.3 


percent, and the average income of the loading crew increased by 51.5 percent. 
In short, practice of the system of economic responsibility for industrial pro- 
duction is a necessity. However, since each trade has its own special feature, 


they must adapt the system to realities and gradually improve it in practice so 
that its role can be given full play in the four modernizations. 
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ECONOMIC MANAGEMENT 


ACTIONS URGED TO CHECK EVIL PRACTICES 
Shanghai WENHUI BAO in Chinese 28 Oct 81 p 3 
[Article by Yu Zhongshi [0205 0112 1395]: “Checking Evil Practices Requires Action") 


[Text] It was reported in the 3 October issue of WENHUI BAO that Shanghai Munici- 
pal People’s Council and Shanghai People's Government have issued a notification 

to check the evil practice of “welfare product". All the people who have seen this 
have praised the Municipal People's Council and People's Government for their clear 
attitude and firm measure as a job well done. 


Why is this so good? Because this notification started with cadres in the leading 
administrations. Two items caught most -eople's attention: Firstly, it was stated 
that the reason this evil practice of “welfare product" got started was because “the 
party and administration's leading cadres in certain departments and units turned 

a deaf ear and a blind eye to this evil practice. They knew about it but have done 
nothing. Some even connived in this practice and shared the profit." Secondly, 

it was stipulated that “If any cadres in the leading administrations or party and 
government cadres in leading positions in enterprise and business units are involved 
in this practice, the principle of “taking no financial advantage” will be uniforn- 
ly applied, they will be required to make up the difference, to be scrutinized and 
to assume responsibilities to the public.” These two items are not only solemn 

and serious but also rational and sensible. No wonder the public applauded. 


Now the notification has been issued for almost one month now. What is the cur- 
rent situation? To our knowledge, many departments and units have taken the notifi- 
cation seriously and carried it out with determination, pas’. mistakes are reviewed 
and the trend of engaging in the wrongdoing of “welfare pro’uct™ has basically 
been checked. Quite a few units have not seriously carried out the order, however. 
For instance, in one bureau two bureau-level cadres who bought “welfare electric 
fans" from a basic-level plant have now improved their awareness and have let it 

be known that they would make up the difference in price. However, since other 
bureau-level cadres who have also taken “welfare electric fans” were not so enthu- 
siastic, these two cadres have not taken any action, giving the excuse that there 
has not been a uniform standard in making up the price difference. Thus, no deci- 
sion has been made by the bureau. Some administrative cadres in one bureau used 

to be very active in taking things fromthe basic level, now the People’s Council 
and the municipal government want them to pay the difference. It goes against 
their feelings. Some said: “Our wages are low and we cannot afford to pay the 
difference". Others went on to say: "I would rather give the electric fan and 
lounge chair back than to pay the difference." It is therefore clear that in order 
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to thoroughly carry out the notification of the People’s Council and the Municipal 
People’s Government, a key step is for the cadres at leading administrations 
(especially the cadres in charge) to improve their awareness and to assume a posi- 
tive and active attitude. 


Cadres at the basic level and the vast workers are very much against the leading 
administration cadres for their taking “related products" and taking advantage of 
the basic units. By doing so, the administrative cadres nave lowered their own 
prestige and could no longer be as authoritative when they deal with the basic 
level. Now, for the good of the cadres, the Municipal People's Council and the 
municipal government have placed strict political demands on the cadres and issued 
the timely "Notification regarding units engaged in ‘welfare products" and jeo- 
pardized the national interest". Comrades involved in this activity should take 
this opportunity to improve their awareness, actively make up the price difference 
and learn a good lesson. If they can do this, the influence of the party will be 
restored and authority of the financial discipline will be maintained. 


As far as the actual computation method for "making up the difference” is concerned, 
there is no need to wait for the higher-ups to come up with a uniform regulation. 

If you have taken an electric fan from the basic level volant at a certain advantage, 
then all you have to jo is figure out how much the difference is and pay that amount. 
We should look at the problem from a political viewpoint: making up the difference 
and taking no financial advantage indicates that you are determined to check the 
evil practice by action. Only then are you satisfying the demands of "let it start 
from m> and “let us begin now”. 
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ECONOMIC MANAGEMENT 


RESPONSIBILITY SYSTEMS IN AGRICULTURE AND INDUSTRY COMPARED 
Shanghai WENHUIBAO in Chinese 31 Oct 81 p 3 


[Article: "What Similarities and Differences Are There Between the Agricultural 
Production Responsibility System and the Industrial Economic Responsibility 
System?"] 


[Text] The agricultural production responsibility system and the industrial 
economic responsibility system have points in common. 1. Both are major com- 
ponents in the reform of our nation's business management system in conformance 
with the present level of development of our productive capacity. They are a 
type of business management system that directly links economic responsibility 
and economic effectiveness with economic profits and are beneficial in 
coordinating relationships between the processes of production and distribution. 
2. They are both highly effective in overcoming egalitarianism in distribution, 
in increasing the sense of responsibility of commune members or staff and workers 
of enterprises, in stimulating a high degree of enthusiasm about production 
among them, in promoting improvement in business management, in obtaining 
increases in production and increases in income and thus in benefiting the 
nation and benefiting the people. 3. As long as there is no change in the 
fundamental nature of the system of ownership of the means of production, they 
both cause production relations to become better adapted to the requirements for 
expansion of productive forces, with the result that the superiority of the 
socialist system is brought even more fully into play. 


There are also several differences between the rural production responsibility 
system and the industrial economic responsibility system. 


First, there are differences in the concrete form of the economic responsibility 
systems because the levels of development of the productive forces and the 

degree of socialization of production are different. At present, the vast rural 
villages of our nation are basically dependent on hand tools, operations applying 
manpower and cultivation using animals, The scope of division of labor and 
cooperation is not large, there is a comparatively low degree of socialization 

of production and there is also a relatively high degree of decentralization. For 
this reason, the scope of basic accounting unit production teams is also not very 
great. The level of develo; nent of the productive forces in agricultrual villages 
inevitably affects the concrete form of the responsibility system. For example, 
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such respousibility systems as “centralized management and linking production 

to management," “contraction of production to households" and “assignment of 
responsibility to households" make full use of the rich experiences of commune 
members in small-scale management and of the characteristic that the various 
types of labor forces of families and the many small agricultural tools can be 
appiied in relatively independent production. This is beneficial in implementing 
distribution according to work and in stimulating a positive spirit among 
individual farm households or labor forces with the result that the objectives of 
intensive cultivation and increased production and increased income are 

achieved. However, industrial production has basically become mechanized and 
there are some sectors and plants in which a considerable level of mechanization 
and automation has been achieved. Because the degree of socialization of 
industrial production is comparatively high, not only have complicated relation- 
ships in respect to division of labor and cooperation been established among 
various sectors and industries, but comprehensive relationships of internal 
division of labor and cooperation have also been established among various 
internal links and various posts in enterprises. As the result, economic 
responsibility systems that are put into effect in industrial production are 
often more complex than responsibility systems in agricultural production so that 
individuals cannot be simply recompensed in relation to production. To be sure, 
when an industrial sector with a high degree of socialization of production 

puts economic responsibility into effect, it must apply it to the individual. 
However, its implementation is founded on a basis of scientific management. It 
must also be assessed in terms of the conditions of labor of the workers in 
relation to a large number of economic and technological indices such as 

quality, varities of products, value of output and profit, with definite 
statistical accounting and management supervision being crried out. 


Second, the conditions of coordinated economic profit are a’.so different because 
the natures of the systems of ownership of the means of production differ. 
Organization of production in units of the agricultural collective system of 
ownership is under the indirect guidance of state planning and it has the 
economic responsibilities of handing over agricultural taxes to the state and of 
fulfilling the controlled procurement assignments. Generally speaking, 
implementation of an agricultural production responsibility system requires 
coordination among the interests of the state, the collective and the individual. 
However, because the nature of the collective system of ownership determines the 
focal points of coordination in production responsibility systems in 
agriculture, the incentive of commune members can be more fully stimulated by 

a correct handling of the profit relationship between the collective and the 
commune members and by expanding the rights to independent authority for business 
management on the parts of the production teams. On the other hand, industrial 
economic responsibility systems are primarily linked with systems of ownership 

of the means of production by the people as a whole. Therefore, they must treat 
the relationship between these two aspects correctly: On the one hand, the 
relationship between the state and the enterprise must be handled correctly, with 
an economic responsibility system on the part of the enterprise toward the state 
being implemented. That is, the state plans that the enterprise must complete and 
its mission of financial payments to higher authorities are "contracted" to the 
enterprise. This is an essential condition for assuring fulfilment of its 
assignment by the enterprise. On the other hand, the relationships between the 
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enterprise and individual staff amd workers must also be handied correctly, with 
an internal system of economic responsibility being put into effect in the 
enterprise. That is, the assignments of the enterprise and the economic effects 
that should be obtained are fulfilled separately by individual units and posts 
within the enterprise and the incomes of staff members and workers are linked to 
the results of labor. These two aspects of the economic responsibility system 
interact with each other and complement each other, thus forming an organic 
entity. 


Third, because the characteristics of agricultural and industrial production 
differ from each other, there are also corresponding differences in the concrete 
forms of the economic responsibility systems. Agricultural production is 
affected by such natural conditions climate, sunshine and the elements and there 
is no regularity in the makeup of such factors as soil, seads, fertilizer, 
moisture content and measures taken for field management. To be able to understand 
and control these conditions and the changes in these factors in a timely way so 
that they can be regulated and be advantageous to expanding agricultural 
production emphasis myst be placed on requiring an even greater sense of 
responsibility and initiative oa the part of individual farmers. At the same 
time, all such labor in agriculture as tilling, sowing, loosening the soil, 
weeding and spreading fertilizer is fluid and the concrete results of labor are 
manifested in the final products. In order to evaluate the amount of labor 
expended daily in their work by the workers as well as the results of their labor, 
one must see the amount of final product. For this reason, the many forms of 
production responsibility systems in agricultural villages give considerable 
attention to stimulating a sense of responsibility among individua! farmers and 

to linking recompense for production to the final product. Industrial production, 
on the other hand. is generally not affected by natural conditions. Under 
conditions in which technology remains unchanged, the makeup of the factors 
involved in production is comparatively fixed. At the same time, the concrete 
results of agricultural labor are manifested not only in the final products of 

the enterprise but rather products can be obtained at many stages throughout the 
entire process of production, i.e., such intermediate products as spare parts. 

For this reason, the many forms of industrial economic responsibility systems 

give considerable attention to raising the sense of responsibility in the 
enterprise and serves to consolitate an enterprise into making breakthroughs. 
Recompense cannot be linked to production on the basis of the final product in 

the simple way as in agriculture, There are some forms in which responsibility 
for such indices as assuming responsibility for completion of fixed assignments 

or volume of production, quality, consumption, use of capital and profits during 
the production process in terms of workshops, groups or individuals is stipulated 
in the system, with recompense being calculated and wages and bonuses being paid 
on the basis of the state of accomplishment. 


For both agricultural villages and industries, the form of the system of responsi- 
bility that is adopted must in the final analysis be determined by starting out 
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from reality. There should be a wide variety of concrete forms for different 
regions, industries, units, workshops and types of work. The attempt should 
never be made to treat all conditions as being the same. In addition, one 
should not make a forceful attempt to establish a particular form of 
responsibilit «system when the conditions for it are not presen.. 
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FINANCE AND BANKING 


FUNCTIONS OF TAX COLLECTION DISCUSSED 
Kunming YUNNAN RIBAO in Chinese 30 Oct 81 p 3 


[Article by Huang Weizhao (7806 0251 2507) and Xiang Kehui (0686 0668 6540): 
"Correctly Understand and Bring the Functions of Tax Collection Into Full Play"] 


[Text] Socialist tax collection in our nation has the specific functions of 
serving to accumulate capital, regulating income and controlling the economy. 
The experience of history demonstrates that full implementation of these 
functions is determined by a correct and comprehensive understanding of them 
by the people and is determined by rational formulation of tax laws and their 
strict execution. If our understanding is incorrect or if a one-sided state 
develops, this will lead to ideological confusion among the people. The 
occurrences in the past of such phenomena as “simplification” of the tax 
system and of “tax evasion and default" all began in this sort of confusion, 
obstructing the correct and full implementation of the tax laws and seriously 
weakening the functions of tax collection. 


At present, our national economy is in u period of readjustment and our national 
finances are in difficult straits. Under conditions in which there can be no 
great movement in prices, we need to make even greater use of tax collection to 
regulate economic profits on all sectors for the purposes of accumulating 
capital and controlling the economy. Therefore, a correct understanding and 
utilization of the function of tax collection is of even greater practical 
significance in stimulating the economy and in accelerating the readjustment and 
development of the national economy under planned guidance. Therefore, we must 
have a full and clear understanding of it. Now, how are we to come to an 
understanding of the function of tax collection? We believe that the following 
aspects are of primary importance. 


First, tax collection is a tool for accumulating capital and it is a major means 
whereby the state can obtain financial income by coercion and gratuitously in 
accordance with legal standards specified in advance so that it can fulfill its 
functions. After the revised tax on profits of state-managed enterprises was 
put into practice on a comprehensive basis, the capital accumulated through 

tax collection became the principal source of the financial income of the state. 
The scale and rate of capital accumulation through taxation directly determine 
establishment of the national economy and elevation of the material and 

cultural standards of living of the people. 
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Second, tax collection serves as a tool for adjusting the value of income. Utiliza- 


tion of the law of value by the state is an important economic lever by means of 
which the state can intervene in economic activity and guide the planned 
development of the national economy. The state uses the lever of tax collection 
in the following ways. (1) Regulation of production and consumption. In a 
socialist commodity economy, the law of value requires a rational setting of 

the prices of commodities and tax collection serves as a major component of 
prices. It can function in coordination with prices or it can serve to restrict 
the function of prices. The important thing is that the level of profit for 
different products can be regulated for the purpose of stimulating a certain 
type of production and of limiting another type of production through the means of 
either levying or not levying taxes, levying many or few taxes, having different 
tax rates or reducing taxes. In the case in which a divergence between price 

and value leads to excessively high or excessively low profits among producers, 
lowering or raising the tax responsibility to regulate profits results in main- 
taining a coordinate equilibrium between supply from production and demand for 
consumption in which there is no decrease in production due to low profits and 
no excess production due to high profits. In this way, tax collection utilizes 
the power of economic profit to induce producers to produce in accordance with 
the requirements of state economic policy and plans and to promote a planned 

and proportional expansion of the national economy. This regulatory function of 
the lever of tax collection and its function in respect to state-mananged 
enterprises and particularly on the market-regulated portion and on production in 
the collective ecenomy and individual economy is very acute. For example, in 
1979, there was an expansion of commune team enterprises in this province. The 
two to three year period of initial exemption from taxes when they were started 
brought about a vigorous rise in enterprises in agricultural villages, with total 
income increasing over a two-year period from over 300 million yuan to close to 
600 million yuan. (2) Acceleration of economic readjustment. The use of tax 
collection to limit the production of goods in abundant supply and of duplicate 
goods involves increasing taxes on on the high profits from goods in abundant 
supply and decreasing taxes on the low profits of goods in short supply to 
stimulate regions, sectors and enterprises to readjust the make up of their 
products, cutting back on what is in abundant supply and making up for 

shortages. Eliminating preferential treatment for enterprises that are "small 
and complete" or that are “large and complete" is beneficial in bringing about 
the cooperative development of enterprises toward specialized lines and in 
effecting rationalization of their structure. (3) Readjustment of graduated 
income. The use of tax collection to obfain the large amount of profit than an 
anterprise gains as the result of advantageous conditions in respect to resources 
and equipment and of unreasonable prices serves, when conditions are equal, to 
initiate and expand competition and to promote alliances. (4) Stimulation of 
enterprises to strengthen economic accounting. After tax collection has been 
used to eliminate differences in profits arising because of objective conditions, 
the levying of taxes at a uniform tax rate on different enterprises that produce 
the same types of goods results in enterprises that are well managed achieving 
greater profits and in enterprises that are poorly managed suffering a decreas2 
in profits even to the point at which they suffer losses and are eliminated. It 
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also causes enterprises to engage in careful planning, to increase income and 
decrease expenditures, to strengthen economic accounting and to strive to improve 
management. (5) Utilization of tax collection to stimulate foreign economic 
relations. With the prerequisite of maintaining national sovereignty and 
economic profits, tax revenues can be used to stimulate expansion of exports, 
protect domestic production, stimulate foreign investment and introduce advanced 
technology and equipment. 


Third, tax collection is a means of controlling the economy. It has broad 
relations with various types of production management and extends to various 
areas of the society and economy, extending into such links of enterprises as 
production, sales, costs and profit. Thus, it concentrates various types of 
economic information in order to facilitate the state in working out correct 
macroeconomic policies. At the same time, tax collection can be used to control 
and intervene in microeconomic activity, to deal with illegal conduct and to 
assure thorough implementation of macroeconomic policies. 


Tax collection is a type of objective presence. However, it cannot be effected 
automatically. There must be fixed conditions for it to be effected. First, 
there must be serious law and discipline regarding tax collection. The functions 
of tax collection are embodied in the provisions of the tax laws. Payment of 
taxes according to the law, calculation of levies on the basis of the rate, 
strict upholding of the law and investigation of violations of the law are the 
major prerequisites for assuring national financial income and bringing the 
functions of tax collection into full play. Therefore, Tax paying units 

and individuals should manage their affairs in a self-conscious way in 
accordance with the tax laws. At present, the major problems in tax collection 
work in our province are evasion of taxes and tarrifs and being in arrears in 
taxes. On the basis of a preliminary investigation, this amounts to more than 
22 million yuan, This illegal conduct for personal profit without regard to 
the profits of the state as a whole not only affects the equilibrium between 
financial revenues and expenditures but also weakens or even destroys the 
regulatory and controlling function of tax collection and jeopardizes 
readjustment and stability of the national economy. It should be pointed out 
that while we are stressing the compulsory character of tax payment, it should 
also be made clear that tax collection has a reciprocal character whereby taxes 
are “taken from the people and are used for the people.” That is, its use by 
the state to satisfy the requirements establishment of production, establishment 
of national defense and raising the material and cultural standard of living of 
the people is fundamentally consistent with embodying national and regional 
interests and the interests of enterprises and individuals. Taking an interest 
in tax collection, maintaining tax collection and payment of taxes according to 
the law are the glorious responsibilities of the tax payers. 


Under conditions in which various types of economies are present together, 
implementation of a tax collection system is not very well suited to a complex 
econony. In our province, for example, there are at present three problems that 
must be resolved. First, we must continue co put in order and readust tax 
reduction measures, eliminate those provisions that are not advantageous to 
economic readjustment and make up for deficiencies. For example, brown sugar 
plants managed by the commune teams should be dealt with individually on the 
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basis of actual conditions. In regions in which there is an excess of processing 
capacity, preferential treatment in respect to tax collection is not suitable. 

On the other hand, taxes should be reduced for those who find it difficult to 
pay them. Duplication of production should be avoided as competition among 

large enterprises for raw materials damages the macroeconomy. As another example, 
in order to foster the development of collective enterprises in cities and towns, 
continual support should be given in regard to payment of taxes. The second 
problem involves restoring categories of regional taxes necessary in regulating 
the market economy and suitably extending the scope of collection of real estate 
taxes, allowing them to have differing functions in different individual 

regions. This is beneficial in stimulating the market and in limiting illegal 
activity. Third, we must actively promote a method whereby small state-managed 
enterprises carry out independent accounting, the state levies the taxes and the 
enterprises assume sole responsibility for profits and losses. We should also 
take steps to promote a workable system of economic responsibility for 
enterprises so that the reform of expanded authority can be thoroughly 
implemented. 


Finally, with the reform of the tax system and the development and change in the 
economy, there have been increases in the tasks, authority and responsibilities 
of the sector responsible for taxation. In order to bring the functions of tax 
collection genuinely into full play, we must have a full complement of 
personnel, and, in addition to approving this year’s recruitment by the state, 
some adjustments should also be made in the cadres that have already been assigned 
to tax departments. At the same time, we must strengthen tax facilities and 
establish sound relatively independent tax organizations, creating a sensitive 
system for economic information and networks for close control of the economy 

so that tax collection can genuinely become an effective tool of state 
management of the economy. 
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FINANCE AND BANKING 


TAX BUREAU EXPLAINS FOREIGN CORPORATION TAX 
HK190653 Beijing ZHONGGUO XINWEN SHE in Chinese 0858 GMT 17 Dec 81 


[Report: "Finance Ministry General Taxation Bureau Further Explains Foreign 
Enterprise Income Tax Law"] 


[Text ] Beijing, 17 Dec--Since the promulgation of the foreign enterprise income 
tax law, we have received many letters and calls from our readers inquiring 
about the details of this law and asking for explanations of certain terms. 

With this in mind, our staff reporter paid a visit to the Finance Ministry's 
General Taxation Bureau. The following are the answers to some of the questions 
asked: 


Question: I understand that income tax on foreign enterprises shall be assessed 
at a progressive rate for the parts in excess ef a specific amount of taxable 
income. How is the amount of tax payable worked out? 


Answer: According to this method of levying tax at a progressive rate, we 
divide the taxable income into different brackets and portions. Each bracket 
and portion has a corresponding tax rate and the amount of tax payable is 
computed separately. The aggregated total of the amounts of tax payable on 
each portion, computed according to the respective rates, is the tax payable 

by an enterprise in the current year. Take, for example, an enterprise with an 
annual taxable income of 500,000 yuan. According to the foreign enterprise 
income tax law, the first 250,000 yuan is taxed at 20 percent, or 50,000 yuan. 
The remaining 250,000 yuan in excess of the first 250,000 yuan and below 
500,000 yuan is taxed at 25 percent, or 62,500 yuan. Total tax payable is therefore 
112,500 yuan. The actual tax rate is 22.5 percent. 


This is how tax within the second bracket is levied. If it is within the fifth 
bracket, which means that the taxable income is much bigger, it would seem quite 
tedious and troublesome to compute the amount of tax payable in this way. 
However, we do have an operational formula for specific computation: 


Amount of income times tax rate less rough deduction equals the amount ox tax 
payable. 


The rough deduction mentioned in this formula is to be worked out by the tax 
authorities. 











This method of assessing tax at a progressive rate can to some extent adjust 
the earnings of enterprises. According to available data, nearly half the 
countries in this world now assess income tax on enterprises according to 
progressive rates. 


Question: Will you please explain the term "first profit-making year" in 
Article 5 of the present tax law? 


Answer: In order to promote the development of agriculture, forestry and 
animal husbandry in our country and encourage foreign enterprises to invest 
in these areas, the present tax law stipulates that an enterprise is exempted 
from income tax in the first profit-making year and allowed a 50 percent 
reduction in the second and third years. For example, if a certain newly 
established enterprise has not made any profit in the first years and only 
begins to make profit in the third year, it will be granted exemption and 
reduction from the third year on. This provision is conducive to absorbing 
foreign capital because it gives the enterprises the actual benefit of tax 
exemption and reduction. 


Question: Will you please explain what is meant by “international finance 
organizations" and “preferential interest rate” in Article 11 of the present 
tax law? 


Answer: By “international finance organizations," we mean the IMF, the World 
Bank, the international development association, the Agricultural Development 
Fund and other finance organizations under the United Nations. 


By “preferential interest rate," we refer to cases in which loans are given to 
China's state banks by foreign banks at an interest rate lower than that 

usually charged on the international monetary market. According to the tax 

law, income from interest on loans given at a preferential interest rate shall 

be exempted from income tax. How low the preferential interests rate should 

be fixed in order to qualify for tax exemption shall be stipulated in the by-laws 
of the present tax law. 


Question: Article 11 of the present tax law stipulates that a 20 percent income 
tax shall be levied on the income obtained from dividends, interest, rents, 
royalties and other sources in China by foreign companies, enterprises and other 
economic organizations which have no establishments in China. Why is it necessary 
to levy tax on income obtained from sources in China? 


Answer: First, it is a common international practice to levy tax on income 
obtained from sources in the resident country. Provisional tax is a kind of 
internationally accepted income tax. In general, the provisional income tax 
rate ranges between 21 and 30 percent. Through the conclusion of taxation 
treaties and agreements between countries, the tax rate may be lowered. 


Second, the practice of levying tax on income obtained from sources in the 
resident country is conducive to safeguarding national rights and interests. 
Income obtained from sources in China (such as dividends, interests, rents and 
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royalties) is income obtained by outside companies and enterprises from China 
through indirect investment, such as loans and the selling of copyright and 
patented technologies. Toward this kind of income, we should levy tax and 
foreign governments should grant tax credits. 


Following our adoption of an open-docr economic policy, income obtained by 
foreign companies and enterprises from sources in China will steadily increase. 
Take the joint ventures to explore and develop petroleum, for example. Ten 
years ago, the first batch of co-production oilfields required an investment 
of nearly $20 billion in loans, of which $10 billion were taken care of by 
foreign businessmen. Computed at an annual interest payments amounted to 

$1.6 billion. In levying an income tax, it is also necessary to levy a 
provisional tax on interest. 


Question: What are the special points of the foreign enterprise income tax law 
as compared with the law on joint ventures using Chinese and foreign investment? 


Answer: The foreign enterprise income tax law is promulgated on the basis of 
the law on joint ventures using Chinese and foreign investment. As far as the 
planning of tax rates is concerned, the foreign enterprise income tax law has 
the following advantages: 


First, it makes allowances for the burdens shouldered by different enterprises, 
large or small, and is conducive to the development of large, medium-sized 

and small enterprises. Under the present tax law, different tax rates are 
designed on the basis of the size of income. A lower tax shall be applied to 
medium-sized and small enterprises with a small income (if the annual income 

is below 500,000 yuan, the overall tax rate will only be in the region of 

30 to 32.5 percent). A higher tax rate shall be applied to enterprises with 

a big income (if annual income is between 1 to 10 million yuan, the overall tax 
rate will be in the region of 37.5 to 48.7 percent). Thus, this law is 
conducive to the simultaneous development of large, medium-sized and small 
enterprises as the circumstances require and to the safeguarding of our country's 
economic interests. 


Second, it has greater flexibility, thus enabling the local authorities to carry 
out economic cooperation with foreign enterprises according to local needs. 

The present tax law stipulates that enterprises with a small scale of production 
or low profit rate may apply to the people's government of the province, 
municipality or autonomous region for reduction in or exemption from local income 
tax if necessary. This will enable the local authorities to solve local problems 
in a manner suitable to the particular time and the local conditions. 


Third, the procedures for levying tax are simplified. The foreign enterprise 
income tax law stipulates that only income tax and local income tax shall be 
levied on foreign enterprises. 
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The tollowiag ure the special points of tax payment by joint ventures according 

to the income tax law on joint ventures: 1. The tax burdens of large enter- 
prises will be smaller than those shouldered by foreign enterprises. [as received] 
2. In the early stage of operation, an enterprise is usually exempted from tax 

in the first year and allowed a 50-percent reduction in the second and third 
years. 3. In case of reinvestment, a 4-percent tax reduction is allowed. Because 
there are Chinese interests in joint ventures, it is necessary to set the tax 

rate at a lower level and give them more preferential treatment. 
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FINANCE AND BANKING 


SHANXI OFFICIAL ON PROVINCE'S FINANCES 
HK250523 Taiyuan Shanxi Provincial Service in Mandarin 2300 GMT 24 Dec 81 


[Excerpts] Shanxi Provincial Finance Department Director (Liu Qingwu) reported 

to the deputies attending the fourth session of the Fifth Provincial People's 
Congress: It is estimated that the province's revenue will be 1.9 billion yuan 
this year, showing a shortfall of about 140 million yuan. Expenditure is estimated 
at 1.69 billion yuan. It is estimated that the shortfall can be recouped. 


Reporting on the execution of this year's budget, (Liu Qingwu) said: This year 

the province cut its budgetted capital construction investment by 156,930,000 

yuan compared with 1980. Investment for construction in the light and textile 
industries and energy showed an increase. By the end of November, price subsidies 
for daily necessities such as grain, cotton, edible oil and coal showed an increase 
of 49.78 million yuan compared with the same period of 1980. Over the same period, 
industrial and commercial tax from the light and textile industries showed an 
increase of 10.33 percent. 


(Liu Qingwu) said: The main reason why Shanxi has achieved a balanced budget 

this year is that the economic departments have seriously implemented the party's 
economic readjustment principle and strengthened and improved leadership over 
industry and communications. As a result there has been a notable rise in indus- 
trial production since August. The province overfulfilled by 8.51 percent the task 
of purchasing 100 million yuan worth of national bonds, and also fulfilled the 

loan task assigned by the state. By the end of November, investigations had 
revealed 75 million yuan that should have been paid as tax to the state but had 

not been, and it is estimated that over 40 million yuan of this can be recovered 
before yearend. 


(Liu Qingwu) said in his report: Although we achieved a balanced budget this year, 
this was done under conditions of falling income and cutting of expenditures. 
It is not consolidated. There are still many problems. 


On the outline of the 1982 budget, (Liu Qingwu) said: The state has assigned the 
province a revenue task of 1.9241 billion yuan. In accordance with the province's 
conditions, we have set the revenue figure at 20.1 billion yuan. At the same time 
the state has set the province the task of loaning 180 million yuan and subscribing 
for 102,600,000 yuan work worth of national bonds. 


In order to accomplish these tasks, (Liu Qingwu) proposed that the province should 
increase production, tap more revenue sources, improve economic results, straighten 
out enterprise finances, economize expenditures and strictly observe financial and 
economic discipline. Next year it is necessary to continue to carry out a major 
inspection of financial and economic discisline. 
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FINANCE AND RANKING 


HENAN FINANCE OFFICIAL REPORTS AT PEOPLE'S CONGRESS 
HK260641 Zhengzhou Henan Provincial Service in Mandarin 1100 GMT 25 Dec 81 


[Summary] (Chang Baoqi), director of the Henan Provincial Finance Department, 
delivered a report at the fourth session of the Fifth Provincial People’s Congress 
on 24 December. He said: The province's economic situation in 1980 was good. 
Total agricultural output value was 7.6 percent higher than in 1979. Total 
industrial output value showed an 8.2 percent rise, including an 18.2 percent 
increase in light industry. Total commodity sales were up by 15 percent. Finan- 
cial expenditures were 7.9 [perce xt] down from 1979, cnd there was a 303 million 
yuan surplus of revenue over expenditure. 


On the situation in 1981, (Chang Baoqi) said: It is estimated that the revenue 
will exceed the budgetted figure by 100 million yuan and show an increase of 

4.6 percent over 1980. It is estimated that expenditures will show a decline of 

73 million yuan from the actual figure for 1980. The province will have a balanced 
budget, with a small surplus. 


The report said: “This year's financial situation is generally good. However, 
there are also a number of problems that urgently need solving. The main ones are: 
1) The revenue quotas have not been fulfilled in a balinced way; industrial and 
commercial tax revenue has increased, but there has bect a big drop in enterprise 
profits; 2) Econordc results in industry are poor; 3) While instituting economic 
responsibility systems, some enterprises have onesidedly stressed greater profit 
retention for the enterprises and greater more pay for the individual; this has 
affected state revenue; 4) Financial discipline is slack; expenditures have not 
been tightly controlled, the results of use or investment are poor, and there are 
serious losses and waste.” 


On the financial tasks for 1982, (Chang Baoqi) said: “For 1982, the state has 
allocated Henan a revenue quota of 3.45 billion yuan. According to comparable 
headings, this will represent a 5.2 increase over the estimate for 1981. The 
1982 expenditures have been set at 2.388 billion yuan.” 


fhe report said: “It is a very arduous job to fulfill next year's financial work 
tasks. However, we must also see that there are very many favorable factors. In 
accordance with the intentions pointed out in Premier Zhao Ziyang's government work 
report and the arrangements made by the fourth session of the Fifth Provincial 
People’s Congress, it is necessary to concentrate on the following tasks next year: 
1) Actively support the development of production and open up more avenues for 
generating wealth; 2) Vigorously straighten out the enterprises, tap the potentials, 
and improve economic results; 3) Strengthen control of expenditures and improve 

the results of using investment; 4) Do a good job in distribution of state bonds; 

5) Strictly observe financial discipline and strengthen financial supervision.” 
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FINANCE AND BANKING 


GANSU HOLDS RALLY ON FINANCIAL INSPECTIONS 
SK280645 Lanzhou Gansu Provincial Service in Mandarin 1125 GMT 27 Dec 8l 


[Text] According to GANSU RIBAO, the Provincial People's Government held a 
provincial mobilization rally yesterday afternoon on conducting financial inspec- 
tions at enterprises. Ge Shiying, deputy provincial governor, presided over the 
rally. Xu Feiqing, deputy provincial governor, spoke. 


In his speech, Xu Feiqing said: Consolidating financial discipline, perfecting 
financial systems and strengthening financial management are an important part of 
reorganizing enterprises. In some localities, departments and enterprises of our 
province, financial management is chaotic. Some enterprises proceed from selfish 
departmentalism, retain profits, falsely raise production costs, fraudulently 
apply for and claim expenditures and illegally claim financial funds. Some enter- 
prises and departments practice fraud and fabricate false accounts. Some even 
illegally divide up products, practice bribery and accept bribes, engage in specu- 
lation and profiteering and practice graft and embezzlement. 


Comrade Xu Feiqing pointed out: The main target of these financial inspections 

is the financial accounting situation of enterprises and their observance of state 
financial and economic discipline. The major task is to inspect whether the 
products, expenses and expenditures of enterprises conform to state regulations; 
whether enterprises hand over to the state enough profits and taxes in due time; 
whether that part of profits and enterprise funds which is retained, and whether 
the withdrawal and utilization of various special funds, conforms to state stipu- 
lations; whether enterprises borrow and repay state loans in accordance with state 


regulations; whether enterprises arbitrarily issue unnecessary bonuses and subsidies; 


whether they secretly divide up products or divide up products in a disguised form; 
whether they practice extravagance and waste; and whether they arbitrarily squander 
state property, give dinners and send gifts, try to establish relationships with 
special persons and units and handle affairs through the back door. 


Xu Feiqing said: While conducting financial inspections, all departments and 
localities should mobilize the masses, workers and staff to participate in this 
activity, to put forward measures to improve enterprise management, increase 
production and income and eccunomize on expenditures, to tap the potential of 
enterprises and to raise economic results so as to increase revenue for the state. 
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FINANCE AND BANKING 


BRIEFS 


ZHEJIANG TAX COLLECTION--By late November, tax revenue on industrial and commercial 
income in Zhejiang Province amounted to 2 billion yuan, overfulfilling the 1981 

tax revenue plan for industrial and commercial income by 21.96 million yuan a 
month ahead of schedule. Taxes collected from collectively-run enterprises this 
year are 96 million yuan more than last year. [Hangzhou Zhejiang Provincial 
Service in Mandarin 1040 GMT 14 Dec 81] 


ZHEJIANG OVERSEAS CHINESE VILLAGE--Hangzhou, 15 Dec (XINHUA)--The ribboncutting 
ceremony to open a new overseas Chinese village in Hangzhou, capital of Zhejiang 
Province, took place last week. The village was built by the Hangzhou House 
Property Business Company and the Hong Kong Conway Investment Company, Ltd. The 
Zhaohui new overseas Chinese village, located north of West Lake, has four apart- 
ment buildings with 80 flats and a floor space of 5,406 square meters. The apart- 
ments are available for overseas Chinese who have returned to Hangzhou, the 
relatives of overseas Chinese and foreign nationals of Chinese origin who have 
settled down in Hangzhou. Construction began 14 January this year under a contract 
signed 8 June 1980. Investment for the project was U.S.$2.28 million, covered 
entirely by the Conway Company. The Hangzhou House Property Business Company 
provided land and undertook construction. The flats have either two or three 
bedrooms plus a living room, kitchen, toilet and balcony. The larger flats are 

70 square meters and the smaller 61 square meters. There are a cinema house, 
cultural center, park, hospital, post office, department store and schools in the 
immediate vicinity. [Text] [Beijing XINHUA in English 0729 GMT 15 Dec 81] 


NEI MONGGOL FINANCIAL AID--Hohhot, 16 Dec (XINHUA)--The Inner Mongolia Autonomous 
Region each year receives more than 1,000 million yuan from the state for capital 
construction, education and development of other fields of work. This year, the 
state allocated 35,000 sheets of imported leather to the region for bootmaking. 
It also budgeted 3 million yuan for steel-frame tent dwellings, called yurts, for 
grazing teams along the region's borders. Twelve thousand cubic meters of timber 
have also been given to the region to make furniture. In the past several years, 
the annual investment in Inner Mongolia's higher education system has been 12 
million yuan compared with 2 million before 1966. Seven new teachers’ schools 
have been established since 1979 to train primary and middle school teachers 

in the Mongolian language. In 1979, with 23 million yuan, three higher education 
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institutes were established: the Inner Mongolia Nationality Teachers‘ College, 
the Inner Mongolia Nationality Medical College and the Ju Ud Junior College for 
Mongolian Language. Other institutes are opening special Mongolian language 
courses or college preparatory classes for Mongolian children. [Beijing XINHUA 
in English 1226 GMT 16 Dec 81] 





INDUSTRIAL, COMMERCIAL TAX REVENUES UP--Beijing, 26 Dec (XINHUA)--Tax revenues of 
52,400 million yuan from industry and commerce had been collected in China by 
mid-December, 800 million yuan more than the annual quota and 8 percent more than 
for the same 1980 period, according to the Ministry of Finance. Most provinces, 
municipalities and autonomous regions have fulfilled or overfulfilled their plans. 
The increased revenues were due to the steady growth of industry and agricuiture, 
the ministry said. Taxes from textile and other light industries, commerce and 
transport were up more than 13 percent over the 1980 period. Taxes on tobacco 
were double those of last year. Taxes on aquatic products also showed a big 
increase. Tax departments throughout the country helped local enterprises improve 
financial management. More than 1,000 million yuan was realized by better 
accounting and plugging loopholes. [Text}] [0W261246 Beijing XINHUA in English 
1234 GMT 26 Dec 81] 


CANADIAN BANK OFFICE--Beijing, 17 Dec (XINHUA)--The Beijing representative office 
of the Canadian Imperial Bank of Commerce was inaugurated at a reception here 
tonight. In his speech, R.E. Harrison, chairman of the bank's board of directors, 
recalled the friendly cooperation between his bank and the Bank of China over the 
past 30 years. He expressed the conviction that the representative office would 
further the cooperation between his bank and Chinese financial circles. Extending 
warm congratulations on the establishment of the Canadian bank's Beijing representa- 
tive office, Acting Chairman of the board of directors of the Bank of China Chang 
Yanqiang said that since the establsihment of diplomatic relations between China 
and Canada, trade and economic cooperation between the two countries have been 
developing, and cooperation between banking circles of the two countries is also 
on the increase. [Beijing XINHUA in English 1514 GMT 17 Dec 81] 


JAPANESE INSURANCE COMPANY BRANCH--Beijing, 18 Dec (XINHUA)--A Beijing representa- 
tive office of the Nippon Fire and Marine Insurance Co. Ltd. was established today 
by Yasutaro Ulon, the firm's chairman. A banquet was given by Ukon here for the 
occasion. Among the more than 300 guests at the banquet were Li Pinzhou, general 
manager of the Chinese People's Insurance Company, and Chinese economists. Ukon 
and Li Pinzhou both hoped for continuous cooperation between the Japanese and 
Chinese insurance companies. Ukon arrived Wednesday. During his party's stay, 
Masao Tode, an insurance scholar from the Japanese company, addressed the People's 
Insurance Company on fire insurance. [Text] [Beijing XINHUA in English 1627 GMT 
18 Dec 81] 








HEILONGJIANG PEOPLE'S BANK CONTR{BUTION--Since the beginning of 1981, the 
Heilongjiang Provincial People's Bank has adopted measures to promote production 

at machinery industrial enterprises and has achieved remarkable results. According 
to preliminary statistics, machinery industrial enterprises have greatly increased 
their products and have provided various equipment for the light and textile 
industries and many commodities for markets throughout the province. The value 

of their products was over 170 million yuan, a 79 percent increase over the 1980 
figure. [SK021320 Harbin Heilongjiang Provincial Service in Mandarin 1100 GMT 

2 Dec 81] 
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JIANGSU REVENUE INCREASES--Jiangsu Province has strengthened its financial manage- 
ment to increase revenues. As a result, Jiangsu's revenues for November 1981 
increased 8.9 percent over the same period for 1980. The total revenues in the 
first 11 months of this year have reached 5,862 million yuan, marking an increase 
of 82 million yuan over 1980. The total industrial output value for the first 

ll months of this year increased by 7.4 percent and the total output value of 
light industrial and textile products during the first 11 months of this year 
increased by 14.9 percent over 1980. [Nanjing Jiangsu Provincial Service in 
Mandarin 1100 GMT 7 Dec 81] 


SHANDONG REVENUE--From January to October, Shandong Province fulfilled 86.26 per- 
cent of the state assigned revenue plan, an increase of 1.43 percent over the 
corresponding 1980 period. It spent only 77.38 percent of the annual budget, a 
reduction of 14 percent compared with the corresponding 1980 period. According 
to financial departments, balancing this year's incomes and expenditures is very 
difficult. [SK290908 Jinan Shandong Provincial Service in Mandarin 2300 GMT 

28 Nov 81] 
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MINERAL RESOURCES 


PRC MEETING ON MINERALS, URANIUM kwCOVERING NOTED 
OW101418 Beijing XINHUA in English 1204 GMT 10 Dec 81 


[Text] Beijing, 10 Dec (XINHUA)--Reports at a conference here on multi-purpose use 
of minerals indicate China's progress in refining uranium-containing and polymetallic 
associated ores, the QUANGMING DAILY reports today. 


The conference, China's first, on use of mineral resources was convened recently by 
the ore dressing academic committee under the Chinese Society of Metals and the 
Uranium Ore Metallurgical Society under the Chinese Nuclear Society, the paper says. 


The conference reported a new floatation process developed for refining polymetallic | 
associated ores at Baotou, Inner Mongolia, one of China's major metallurgical cen- 
ters. The process has solved two technical problems, says the paper. The first ; 
is separation of rare earth from fluorspars and the second is separation of fine- | 
grain iron from iron-containing silicate minerals. As a result, the rare-earth 

recovery rate has increased markedly. The process has also enabled production of 

concentrated fluorspar ore and high-quality concentrated iron ore with a low con- 

tent of fluorine and phosphorus, the paper says. Such iron ore causes less environ- 

mental pollution in the smelting process. 


Progress has also been made in refining and dressing of vanadium-titanium magnetites 
at Panzhihua, Sichuan Province, according to the paper. A piant designed to dress 
50,000 tons of concentrated titanium ore annually has been completed there. Re- 
search into the titanium dressing process, equipment and floatation media has 

helped lower titanium dressing costs, the paper says. 


China's first plant for treating uranium-containing brown coal has succeeded in 
recovering uranium from the coal, and used the heat to produce electricity, says 

the GUANGMING DAILY. Progress has also been made in recovering uranium and asso- 
ciated elements from phosphate slates, carbonaceous slates, nonferrous metallic ores 
and gold ores which all contain uranium, 


Scientists attending the conference also called for formulating policies and laws 
on the multi-purpose utilization of mineral resources, the paper says. 


In an accompanying commentary, the GUANGMING DAILY calls for efforts tc strengthen 
scientific research into the multi-purpose utilization of China's mineral resources 
and development of new techniques for this purpose. It also urges efforts to re- 
cover useful materials from waste gas, waste water and industrial residue. 
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MINERAL RESOURCES 


BRIEFS 


HEBEI MOLYBDENUM DEPOSITS--Shijiazhuang, 21 Dec (XINHUA)--Molybdenum deposits with 
large reserves have been found in Laiyuan County in western Hebei Province, 
according to the Provincial Geological Bureau. The molybdenum ore vein was 
discovered by the No 6 prospecting team of the Hebei Provincial Geological Bureau. 
According to a spokesman for the bureau, the 150-meter-thick highly concentrated 
ore reserves have not yet been verified because the prospection work is still 
underway. Molybdenum is a nonferrous metal used in making alloy steel and high 
speed tool steel and is widely used in the motor vehicle and aeroplane industries. 
[Text] [Beijing XINHUA in English 1217 GMT 21 Dec 81} 


URANIUM RECOVERING METHOD--Beijing, 26 Nov (XINHUA)--China developed a new technique 
to recover uranium from uranium-containing slags. Through the technique, uranium 
worth more than six million yuan has been recovered. The technique also reduces 
pollution caused by uranium slags, according to engineers who developed the method. 
Three engineers, Liao Jun, Liao Zhenzhong and Yuan Hui, of the capital construction 
engineering corps of the Chinese People's Liberation Army, began to do researches 
on the technique in 1977. .Following 200 tests, they developed several recovering 
methocs based on the hardness, specific gravity and uranium content of the slags. 
[Text] [0W281433 Beijing XINHUA in English 1210 GMT 26 Nov 81] 
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INDUSTRY 


CONSTRUCTION OF CEMENT FACTORIES BEING ACCELERATED 
OW191251 Beijing XINHUA in English 1226 GMT 19 Dec 81 


[Text] Beijing, December 19 (XINHUA)--Construction of cement plants and glass 
factories is now being speeded up to meet the increasing demands of housing 
construction in cities and countryside, according to today's PEOPLE'S DAILY. 


Preparations for a long-term development program are also under way, including 
prospecting tor resources and designing of factories, the paper says. 


At present the Baimashan cement plant in Anhui Province and the Wushan cement 
plant in Gansu Province each has an annual production capacity of 800,000 tons, 
and both plants have begun trial operation, it says. 


The Pingdingshan cement plant in Henan Province is nearing completion. The 
construction and expansion projects of the Changxing cement plant in Zhejiang 
Province, Qujiang cement plant in Sichuan Province and Xinjiang cement plant 
are on schedule, the paper says. 


Major workshop construction and mine exploitation at the Jidong cement plant 

in Hebei Province, on which construction began this year, is ahead of schedule, 
the paper says. With all equipment imported from Japan, the plant will have 
an annual capacity of 1.5 million tons. 


Construction of another large plant, the Hywaihai cement plant in Jiangsu Province, 
is under way. The plant, to be equipped with machinery from Romania, is designed 
to produce one million tons of cement each year, the PEOPLE'S DAILY says. 


The Ningguo cement plant in Anhui Province designed to produce 1.5 million tons 
of cement annually, is now preparing for construction to be started in 1982, 
the paper says. The plant's equipment will be imported from Japan. 


Equipment installation in major workshops at the Tongliao glass factory in 
Inner Mongolia will be completed soon, according to the paper. The expansion 
projects of the Dalian glass factory and the Changping glass factory in Beijing 
have already been completed. 
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Construction has begun on a number of medium-sized glass factories in Gansu, 
Liaoning, Heilongjiang and Shandong provinces, it says. The factories will be 
built with investment raised by these provinces or with bank loans. 


In addition, 700 million tons of limestone reserves and 20 million tons of 
sandstone reserves have been verified this year, the paper says. The rich raw 
materials for making glass have been found in Kunming, capital of Yunnan Province, 
Lanzhou, capital of Gansu Province, and in Jilin, Inner Mongolia and Guangdong. 
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INDUSTRY 


DEVELOPMENT OF PLASTIC PACKAGING INDUSTRY 
OW250926 Beijing XINHUA in English 0832 GMT 25 Dec 81 


[Text] Beijing, December 25 (XINHUA)--China has produced a total of 240,000 tons 
of plastic packaging materials, registering a 10 percent increase over last year, 
the China National Packaging Corporation announced here today. 


The packaging plastics in hundreds of specifications account for one-fifth of the 
national total output of plastics. 


China's plastic industry has grown at an average annual rate of well over 
10 percent. 


The plastic bags, boxes, containers, ropes and films are widely used in 
agriculture, transport, food, pharmaceutical, textile and chemical industries. 


The output of polypropylene woven bags will reach 400 million by the end of this 
year, accounting for one-fourth of the total packaging plastic products. More 
than 100 million woven bags are exported annually to Southeast Asia and Europe, 
and Hong Kong. 


China now has more than 200 factories manufacturing plastic film, producing 

46 percent of the country's total packaging plastics. New varieties of 
polyalkene, such as extremely thin film, shrink film and stretch film are being 
developed for export and for use in the tourist industry. 


The multi-layer compound plastic film is being trial-produced to substitute for 
tin cans for packaging food and soft drinks. 


The corporation plans to increase the output of packaging plastics to 400,000 tons 
by 1985, which means one-fourth of the national total plastics products. 


Qiu Chunfu, chairman of the board of directors and general manager of the 
corporation, told XINHUA that great efforts were being made to improve the 
quality and designs of the packages of export products so as to make them more 
competitive. 
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China now has more than one hundred varieties of packing materials, packaging 
containers and packaging machinery. 


The corporation plans to establish branches specializing in plastic packing, 
paper packing, glass containers, packaging machinery, package printing, supply 
ard marketing, and set up research and information institutes and colleges. 


The China General Packaging Corporation was established in July this year. 
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INDUSTRY 


BRIEFS 


HENAN CONSUMER GOODS PRODUCTION--Up to the end of November, the yearly quotas for 
34 major industrial products have been fulfilled. Since the beginning of this 
year, all enterprises of the industrial front have attached importance to producing 
daily-use consumer goods, agricultural means of production and building materials. 
The output of bicycles, sewing machines, tobacco, wine, cotton yarn, nylon, 
batteries and matches has been overfulfilled. Compared with the same period last 
year, the output of all consumer goods has increased by a large degree. The output 
of wristwatches, bicycles and sewing machines has increased by 61 to 81 percent, 
while there has been an increase of 100 percent in the output of televisions, 

nylon and troilite. There has been an increase of 30 percent in the output of 
waling tractors and phosphate fertilizers. [Zhengzhou Henan Provincial Service 

in Mandarin 1100 GMT 8 Dec 81] 


LIGHT INDUSTRY PRODUCTION--Beijing, 20 Dec (XINHUA)---Some 4.22 million TV sets 
and 1.03 million tape recorders were produced in China in the first 11 months 
this year. This was more than twice as many as produced in the whole of 1980. 
During the same period, China turned out 1 million washing machines, 

3.7 times as many as last year, and 30 percent more bicycles, sewing machines 
and wrist watches. The 1980 output of bicycles, sewing machines and wrist 
watches was 13 million, 7.6 million and 22 million respectively. By the end 
of the year, the total output value of these products is expected to rise by 
28 percent as compared with 1980. Market shortage has been greatly eased. 

A number of new preducts have been developed this year. They include aluminium 
alloy bicycles, electronic clocks, electric sewing machines, semi-automatic 
washing machines and stereo radio-recorders. [Beijing XINHUA in English 

0728 GMT 20 Dec 81 OW] 
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CONSTRUCTION 


INVESTMENT URGED FOR POWER PLANT FINANCING 
0W191222 Beijing XINHUA in English 1201 GMT 19 Dec 81 


[Text] Beijing, 19 Dec (XINHUA)--Local governments, industrial enterprises and 
rural people's communes across China are encouraged to pool money to help the Min- 
istry of Power Industry and power authorities at lower levels finance construction 
of thermal power plants and hydroelectric power stations, according to the ECONOMIC 
INFORMATION newspaper. 


Investors will have priority in the supply of electricity, Li Peng, minister of 
power, said in an interview with an ECONOMIC INFORMATION reporter. 


Local authorities, factories and people's communes have already invested in the ex- 
pansion of some power plants and the construction of new ones, he said. 


The latest example is the construction of a thermal power plant in Huangxian County, 
Shandong Province. The capital investment for the first stage of construction 
anounts to 165 million yuan (RMB). Under an agreement signed between the Ministry 
of Power Industry and the Shandong provincial government, the ministry has con- 
tributed 60 million yuan. Local government-run enterprises, cooperative enterprises 
and people's communes have bought shares issued for the construction worth a total 
of 108 million yuan. 


China produces an annual output of 300,000 million kilowatt-hours of electricity, 
Li Peng said. The amount of electricity it produces every five days is equivalent 
to the annual output of 1949, the year of national liberation. 


Nevertheless, Li Peng said, the power supply lags behind the rapidly expanding 
industrial and agricultural production. Construction of many badly needed power 
projects has been delayed or cancelled due to financial difficulties. 


Power authorities appreciate loans extended by local governments to finance con- 
struction projects, Li Peng said. The supply of electricity to investors will be 
in proportion to the amount of investment, he said. 


He cited the example of the Shanghai Municipality, which has extended a loan of 

28 million yuan to help install an additional generator set with a designed capacity 
of 125,000 kilowatts at the Shanghai Minhang thermo power plant under the East 

China Bureau of the Ministry of Power Industry. 
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Local governments, he said, may also fund construction of power projects together 
with power authorities. In addition to electricity, the investors are entitled to 
a share of the profits produced each year by the projects. 


Power authorities may raise funds for projects by selling shares to local state- 
owned enterprises, cooperative enterprises at the county and commune level and rural 
production brigades. Shareholders will draw annual dividends each year before their 
capital is recovered, Minister Li Peng said. 


The ministry plans to practise a new, more flexible fund-raising method, Li Peng 
said. Power authorities will issue through banks shares to units using electricity 
supplied by the same power transmission networks, which usually cover more than one 
province. The funds raised this way will be used by the Ministry of Power Industry 
to start any projects approved by the state. 


In addition to electricity, shareholders will draw dividends at rates higher than 
those for bank deposits. 
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DOMESTIC TRADE 


BRIEFS 


HENAN VILLAGE TRADE FAIRS--The excellent economic situation in the rural areas 
-has promoted rural trade fairs. In Henan, there are now some 2,780 rural trade 
fairs all over the province and the volume of business is as much as 1.2 billion 
yuan, an increase of 27 percent over the same period last year. All kinds of 
traditional fairs have been revived. There are many varieties of commodities 
available at the fairs and transactions are frequent. The peasants sell their 
surplus grain and other sideline products at the fairs. According to statistics 
of relevant departments, the commodity prices at the province's rural trade fairs 
are stable and the prices for agricultural and sideline products are slightly 
lower than in other places. [Zhengzhou Henan Provincial Service in Mandarin 
1100 GMT 10 Dec 81] 


HUNAN TELEPHONE CONFERENCE--On the evening of 3 December, the Hunan Provincial 

CCP Committee and the people's government held a telephone conference to arrange 
for supply of commodities to the markets during the spring festival. The conference 
urged all departments concerned to work hard and ensure sufficient supply of pork, 
fish, vegetables, and so on, during the spring festival. The telephone conference 
was presided over by Provincial CCP Committee Secretary Dong Zhiwen; Liu Fusheng, 
Provincial CCP Committee secretary and vice governor, and Shang Zijin, vice 
governor, and other responsible comrades were present at the telephone c-nference. 
The conference held: It is necessary to do a good job of ensuring supply of 
commodities during the spring festival. Leaders at all levels must personally 
grasp this task. [HKO81129 Changsha Hunan Provincial Service in Mandarin 2310 GMT 
3 Dec 81] 


GUANGDONG COMMODITY EXCHANGE FAIR--The provincial autumn commodity «xchange fair 

of supply and marketing cooperatives closed recently. The total volume of business 
at the fair amounted to over 177 million yuan, a 30 percent increase over the 
autumn fair last year. The average prices at the fair dropped by 1.38 percent 
compared with last year's fair. [HK210904 Guangzhou Guangdong Provincial Service 
in Mandarin 1000 GMT 17 Dec 81] 


\ILIN RURAL MARKEsS--During the first 11 months of 1981, !97 million yuan of 
commodities were sold in the rural areas in Jilin Province, up 9.5 percent over 
the corresponding 1980 period. Some 21,700 sewing machines and 25,/00 bicycles 
were sold in the countryside during the perioc«'--an increase of 120 percent and 

50 percent, respectively, over the correspondi.\g 198C period. [SK170932 Changchun 
lilin Provincial Service in Mandarin 1100 GMT 16 Dec 81] 

















JILZN RURAL PURCHASING POWPR--Acceording to statistties, Jilin Provinee’s rural 
purchasing power has increased 50 percent over the corresponding 19/5 pertod, 
accounting for 70 percent of the people's purchasing power. Along with the 
increase in income, peasants are no longer satisfied with the simple ways of life 
and are starting to purchase expensive commodities, building materials and means 
of production. Peasant-owned bicycles, sewing machines, clocks, watches, radio 
sets and furniture increased from 35 to 70 percent over the corresponding 1978 
period. Many peasants even have televisions, washing machines, motorcycles and 
tractors. [SK010624 Changchun Jilin Provincial Service in Mandarin 1100 GMT 

30 Nov 81] 


LIAONING PRICE INSPECTION--At the 7 December meeting on office work of the Liaoning 
Provincial People's Government, it was decided to conduct a general price inspec- 
tion throughout the province. The price inspection group is headed by Hu Yimin, 
secretary of the Provincial CCP Committee. The Provincial People's Government 
urged all commercial departments to check the goods kept in stock, strengthen 
commodity procurement and strictly prevent under-the-table deals in commodity 
goods. No units and individuals are allowed to raise prices of goods under any 
sort of pretext. Severe blows should be dealt at those who start rumors to disrupt 
the market, rush-purchase and illegally purchase commodity goods, resell goods at 
profits and those who engage in hoarding and speculation. The purpose of the 
price inspection is to solve these existing problems and check malpractices. 
[SK101123 Shenyang Liaoning Provincial Service in Mandarin 1100 GMT 9 Dec 81] 


HENAN COMMERCIAL CONFERENCE--The Henan conference of all prefectural and municipal 
commerce bureau directors which was held in Zhengzhou has decided to speed up 
supplying industrial goods to the rural areas. The conference decided: The supply 
of bicycles and sewing machines to the rural areas should he increased by 80 
percent. The wholesale stations for daily-use commodities should be open to the 
supply and marketing cooperatives. They must do a good job of wholesaling daily 
use commodities and small commodities to the supply and marketing cooperatives. 

To promote the supply of industrial goods to the rural areas, the conference 
pointed out that the supply and marketing cooperatives could purchase goods in 
towns and the state-owned trades could set up business in the rural areas. If 
cooperation is feasible, the supply and marketing cooperatives should cooperate 
with the state-owned commercial departments. [HK180324 Zhengzhou Henan Provincial 
Service in Mandarin 1130 GMT 7 Dec 81] 


XINJIANG RURAL COMMODITY SUPPLY--The Xinjiang regional commercial system has 
seriously implemented the principle of giving priority to the rural areas 

in the supply of industrial products. In the first 10 months of this year, 
the regionat commercial system sold to rural supply and marketing cooperatives 
and farms, commodities amounting to 560 million yuan in value, which showed 


an increase of / percent over last year. Regarding supply of the means of 
production, supply has been adequate and prices have been stable. Supply of 
bicycles, sewing machines and other popular goods has been provided in 

7/0 percent of the region. [HK081133 Urumqi Xinjiang Regional Service 


in Mandarin 1300 GMI 3 Dec 81 HK] 


NET MONGGOL FAIR--Nei Monggol region has 385 country fair centers in urban 

and rural areas. On sale are 200 varieties of products, including agricultural, 
animai husbandry, sideline and native products, industrial goods, handicrafts 
and other goods. In the first 9 months of 1981, business volume at these 
country fairs was 161.38 million yuan, an increase of 36.7 percent over the 
corresponding 1980 period. The proportion of country fair sales to retail sales 
of commodities increased 0.9 percent in 1978 to 3.53 percent. Nei Monggol 
region now has 122 livestock markets and 15 markets tor industrial goods. 
(SK170700 Hohhot Nei Monggol Regional Service in Mandarin 1100 GMT 16 Dec 81 SK] 
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FOREIGN TRADE 


CHARACTERISTICS OF SPECIAL ECONOMIC ZONES DESCRIBED 
Guangzhou NANFANG RIBAO in Chinese 26 Oct 81 p 4 


{Article by Shi Yanrong [2457 3352 5554] and Ye Xin [0149 2946]: "Differences 
Between Foreign and Chinese Special Zones"] 


[Excerpts] According to a resolution of the Party Central Committee and the 

State Council, special policies and flexible measures will be adopted for Guang- 
dong and Fujian provinces, and special economic zones will be formed in Shenzhen, 
Zhuhai, and Shantou in Guangdong Province and Xiamen in Fujian Province. An area 
of 327.5 square kilometers in Shenzhen Municipality, 6.8 square kilometers in 
Zhuhai Municipality, and several square kilometers i= Shantou Municipality have 
been designated as comprehensive special zones for the development of industry, 
commerce, agriculture, animal husbandry, housing, tourism, and many other trades. 
The special zones in Shantou and Xiamen will mainly engage in processing for ex- 
ports and, at the same time, will be used for developing tourism and other trades. 


Between our special economic zones and the special zones of foreign countries, 
there are the following similarities: The delineation of certain areas from 
suitable localities and the adoption of more flexible policies here than inland; 
the reduction and exemption of customs duties and income tax and the many pref- 
erential treatments in the control of foreign currency, the legal protection of 
legitimate interests of foreign investors; the importation and utilization of 
foreign funds (including foreign capital and the capital of overseas Chinese and 
of Hong Kong and Macao compatriots), the importation of suitable advanced tech- 
nology, equipment and scientific methods of management; and providing more job 
opportunities, developing industrial production mainly for export and other 
trades, increasing export trade, earning more foreign exchange, bringing pros- 
perity to the local economy, and promoting national economic development. 


However, our special economic zones are essentially different from the special 
zones of the capitalist world. 


Our special economic zones are specially designated zones under the jurisdic- 
tion of a socialist country under the dictatorship of the proletariat. The 
People's Republic of China has complete sovereign rights over the zones, and 
the legislative, judicial, executive, and economic powers in the special zones 
are entirely in the hands of a proletarian state. Foreign traders must abide 
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by Chinese laws, and all their economic activities are subjected to the super- 
vision and restriction of a proletarian state. Therefore, our special zones are 
different from those under the jurisdiction of bourgeois countries and even more 
different from the foreign concessions and colonies which are the outcome of un- 
equal treaties. The worry that these special zones may become foreign conces- 
sions or colonies is unjustified. 


Many economic sectors exist in our special zones, but the principal ones are in 
the torms of joint ventures and independent enterprises with foreign capital. 
Joint ventures with Chinese and foreign investment and even enterprises with 
foreign capital are certainly a form of national capitalism, because our prole- 
tarian state “can restrict it and prescribe the scope of its activities." 
(Lenin's statement) That is why it is different from crdinary capitalism. 


We establish special zones because we want to use national capitalism as a medium 
for the utilization of foreign capitalism in developing socialism in our country. 
This means using capitalism to serve socialism. (The use of special zones in 
capitalist countries means the use of capitalism to serve capitalism.) Lenin 
long ago pointed out the necessity and importance of making use of capitalism in 
a socialisi country where the economy is backward and where small-scale produc- 
tion is still predominant. He said: “How can we accelerate economic develop- 
ment when our country is still extremely weak? We must make use of bourgeois 
capital." ("Collected Works of Lenin" Vol 31, p 392) Again, "We should make 

use ©° capitalism (especially by directing it onto the channel of national capi- 
talism) as an intermediate link between small-scale production and socialism, 

and as a means, way, method, and form to strengthen our productive forces.” 
("Collected Works of Lenin" Vol 32, p 342) The special zones being established 
by us now are precisely one way of “making use of capitalism" as a special sup- 
plement to socialist national economy. The special zones also can be used as a 
school for us to learn competition with foreign countries, the observance of 
economic laws, and modern economic management and as a base to train and culti- 
vate talents. 


We have strong proletarian political power and great socialist economic strength. 
The economy of these special zones amounts to a very smali proportion of our na- 
tional economy, while socialist economy is overwhelmingly preponderant. There- 


fore, our establishment of special zones as a means of absorbing foreign capital 
and promoting a little national capitalism cannot possibly lead to the danger of 
"backsliding into capitalism." 


It is a very complicated and arduous new task to set socialist special economic 
zones in good order. In solving the problem of “using capitalism to serve so- 
cialism" both theoretically and in practice; we must emancipate our minds, unify 
our understanding; and, at the same time, study and try to understand the Western 
capitalist world and its experience in setting up various special economic zones; 
and then set up systems of leadership and management and systems of special zone 
administration that are suitable for the conditions of our country. We also must 
formulate practical policies on the use of foreign capital, strengthen our lead- 
ership politically and ideologically, persevere in our struggle against corros- 
ion with the strong supports from the relevant departments and regions before 

the socialist special zones can be run well. 
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FOREIGN TRADE 


COMPENSATION TRADE SUPPORTED BY BANK'S LOANS 
Shanghai JIEFANG RIBAO in Chinese 30 Oct 81 p 2 


/Article by Jiang Yijun /5592 1105/1807 0689/: “Loans From the Trust Department 
of the People's Bank Support Provincial and Municipal Compensation Trade: Over 
Seventeen Million Yuan Extended During the Year to Stimulate Expansion of 
Production" / 


[Text] The Credit Department of the Shanghai Branch of the People's Bank has 
supported industrial and commercial enterprises and goods and materials sectors 

in expanding compensation trade throughout the cities of the province. Over a 
one-year period, 36 loans of this kind amounting to 17 million 470 thousand yuan 
have been extended. They have had a considerable effect on stimulating production. 


The “velvet birds" and the silk carpets produced by the Arts and Crafts Plant of 
the Municipal Arts and Crafts Company and by the Silk Carpet Factory were very 
well received in foreign markets. However, the fact that the supply of the raw 
material silk could not meet the demand for it affected production and exports. 
At the end of last year, this company and the Sichuan Province Textile Bureau 
signed a six-year agreement regarding silk compensation trade whereby Shanghai 
provided 3 million yuan in capital to the Sichuan Textile Industry Bureau for 

the purpose of expanding silk production and for which the Sichuan Textile 
Industry Bureau is to provide Shanghai with 1200 tons of various types of silk 
within the six-year period. In order to support this compensation trade, the 
Trust Department promptly provided a trust loan of one million yuan. In the 
first half of this year, Sichuan has already supplied Shanghai with 52 tons of 
natural silk. This has stimulated an extensive increase in production of 
carpets. The output value of the Silk Carpet Factory in the first half of this 
year was increased by 77.4 percent over that for the same period last year, with 
profits being increased by 60 percent over those for last year for the same period. 
It is estimated that the volume of production this year will be 68 percent 
greater than that of last year and that 2 million 250 thousand US dollars of 
exchange will be created, an increase of about 123 percent over last year. The 
Yingchun Clothing Store has signed a three-year compensation trade agreement for 
coarse-woven wool fabrics with the Nanjing Third Woolen Mill in order to increase 
production of woolen clothing. For this purpose, the Trust Department promptly 
extended a trust loan of one million yuan. In this way, the Nanjing Third Woolen 
Mill, during this three-year period, will be able to supply the Yingchun Clothing 
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Store 120 thousand meters of 6 types of woolen material, including overcoat wool, 
melton and navy wool in place of 180 thousand meters of processed and dyed-white 
semi-firished product. It is estimated that the store be able to increase its 
volume of business by 8 million 580 thousand yuan and obtain a profit of 1 million 
280 thousand yuan over the three-year period. In the first half of this year, 

the Nanjing Third Woolen Mill has already supplied Shanghai with over 43 thousand 
meters of various types of wool. This has had a positive effect in mitigating 
market supply and organized withdrawal of currency from circulation. 
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FOREIGN TRADE 


REFORMS IN GUANGDONG'S FOREIGN TRADE SYSTEM 
Guangzhou GUANGZHOU RIBAO in Chinese 31 Oct 81 p 2 


[Article by Li Suxing (2621 4790 7451) and Chen Shaoxi (7115 4801 3356): 
"Vigorous Activity in Light Industry Products of This Province - Reform of the 
Foreign Trade System Has Brought on a New Atmosphere" ] 


[Text] Exports of light industry products of our province were comparatively 
brisk at the Fiftieth Trade Fair. This was closely related to the reform of the 
foreign trade system of our province which has brought its superiority into 
play and has invigorated trade. 


The volume of trade by the light industry products exporting companies of the 
cities in the province at the trade fair exceeded one-third of the currency that 
was brought along. Talks about business with customers were very frequent. 


In view of the conditions relating to transactions at the trade fair, it can be 
seen that the reform of the foreign trade system in our province has led to a 
new atmosphere which has the following four characteristics. 


First, there has been an expansion of the targets of trade, with a large amount of 
business being done with new customers. Before the trade fair opened, companies 
in the province analyzed trends in the world market and expanded their 
invitations to customers in the United States and Europe and in the Third World 
so that these customers customers accounted for 52 percent of the customers who 
were invited to take part in the trade fair. This was a change over past 
circumstances in which most of the customers were from Hong Kong or Macao. Thus, 
there was an expansion in the targets of trade. Two products, plastic clothes 
linings and nylon cord, for which sales were contracted at the trade fair by a 
new customer, Iran International Trading Company, accounted for over 1 million 
300 thousand US dollars. The Mibameng Company of Thailand found that special 
policies and flexible measures were being carried out in Guangdong and came to 
participate in the trade fair out of admiration for them. At the fair, they 
signed an agreement with our province to supply handwoven nets (made of nylon). 
This was a major business arrangement. 


Second, after the pclicy of "rights to transfer to lower levels" was put into 
effect, companies in the province set up eighteen branch companies, including 
companies at Xiantou, Foshan, Zhanjiang, Shiqi, Jiamgmen, Dongguan, Shaoguan 
and Zhaoqing, as their formal representatives. They took part in the fall trade 


67 











and held talks directly with the customers, engaging freely in transactions. 
This resulted in even further stimulation of business. The branch companies in 
Foshan and Xiantou all developed new customers and signed several fairly 
impressive agreements for supplying goods. 


Third, the reform of the system raised the enthusiasm for developing foreign trade 
exports throughout the province and there were increases in new export products. 
In the negotiating rooms for light industrial products, there were more than 30 
varieties of newly developed products from our province, including pneumatic 
presses from Yangjiang, stainless steel vessels from Zhaoqing, air mattresses for 
physical exercise from Foshan and plastic articles for everyday use from Xinhwi. 
There was also a large number of small hardware goods from Zhanjiang for which 
there was brisk business. 


Fourth, emphasis was given to market surveys in order to create conditions for 
expanding exports of light industrial products of our province. Several members 
of the province's light industrial goods exporting companies that took part in 
trade fair groups said that small products produced in our province such as 

small knives, small satchels, cloth shoes and badminton shuttlecocks as well as 
labor-related products sold particularly well. This point suggests a new question 
for study in respect to bringing the superior aspects of our province into full 
play and to developing foreign trade exports. On the first day of the trade fair, 
an Egyptian businessman, with one stroke of his pen, made out an order for 
purchase of 100 thousand US dollars worth of such bicycle parts as tire pumps 

and axles. A businessman said that these transactions were very much related to 
the desire abroad to purchase labor-related products from our country. This 
businessman believes that both discussions of business and surveys and research 
can deepen our understanding of foreign markets. 
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FOREIGN TRADE 


SHANGHAI INCREASES EXPORT OF METALLURGICAL PRODUCTS 
Shanghai JIEFANG RIBAO in Chinese 28 Oct 81 p l 


[Article by Jiang Jishen [3068 3444 3947]: "Shanghai's Export of Metallurgical 
Products on the Rise”] 


[Text] During the period of national economic readjustment, Shanghai's metallurgi- 

cal industry faced the international market and strived to increase the export of 

its products. As a result, the volume of exported products increased, the market 

continued to grow and the prospects looked better and better. 4 


Exporting of Shanghai's metallurgical products dates back more than two decades 

but growth has always been slow in the past. In 1979 China began its national 
economic readjustment and its domestic market changed. Under that new circumstance, 
while changing the direction of service and providing salable products to light 
industry, textile industry and handicraft industry, workers of Shanghai's metallurgi- 
cal industry have all turned their eyes toward the international market, devoted 
their effort to exploit the advantages of Shanghai's metallurgical industry, im- 
proved the competitiveness of their products and have done everuthing they could 

to increase exports. After a 2-year effort, they have greatly changed the situation 
of the sluggish export business: 


l. The volume has increased. Since the national economic readjustment, Shanghai 
exported a total of 380,000 tons of metallurgical products and created $US 170 
million of foreign exchange. Among them, 100,000 tons were exported in the period 
from January to September, 1981. Total exports of 1981 are expected to reach 170,000 
tons, which would represent an increase of 190 percent as compared to 1978 before 
the readjustment. Over 90 percent of the exported products are various types of 
steel; this represents a net increase of 100,000 tons and $US 27 million of foreign 
exchange for China. 


2. The quality has improved. All the metallurgy workers have aimed at the advanced 
international standards and strived to catch up and surpass them. They kept in- 
proving the quality of the products and upgraded the quality of some products into 
the rank of advanced standards of the world. After a series of improvements, the 
quality of export ship-building steel plates produced by Shanghai Steel Mill No l 
has climbed three grades. In May and June of 1981, Lloyd [larshi] Register of 
Great Britain and West Germany examined these products rigorously and determined 

that the quality of steel plates produced by this plant has completely met their 
specification and reached international standard, whereupon they issued a certificate 
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of recognition to the Shanghai Steel Mill No 1. Consequently, this type of steel 
plate has won the "passport" to the international market and the plant may not only 
substitute imported steel plates with their own product in building ships for ex- 
port, they can also export these steel plates directly. Shanghai Steel Mill No 3 
has always followed Ministry-issued standards in their production of threaded 
construction steel, which had a tensile strength of only 30+ kilograms. However, 
since they assumed export assignments in 1979, they have insistedon producing this 
product according to export standards. With their effort, the tensile strength 

of this product was improved to 4 kilograms during the second half of 1981, in 
complete agreement with export standards. The export volume of this product reached 
45,000 tons in 1981. 


3. The variety has developed. Before the readjustment, there were only a dozen 
plants in Shanghai that produced conventional small steel stocks, copper pipes, 
copper band and a dozen other metallurgical export products. Now there are more than 
30 plants producing some 40 export varieties. In addition, they also make medium 

and small matched sets and a complete line of plates, bands, pipes, wires, rods, and 
stocks. In addition to large items such as shipbuilding steel plates, silicon steel 
sheets and threaded steel--these were available only through imports in the past--the 
products exported also include many new products that are difficult to manufacture 
and require advanced technology, such as different types of high quality steel, 
copper coil, titanium products and heat-resistant castings. Even more encouraging, 
some of the low grade raw materials exported in the past are now made into high 

grade products or semi-finished products for export. 


4. The market has been enlarged. In the past most of the metallurgical products 
made in Shanghai were sold to Hong Kong, Macao, and other Southeast Asia markets. 
Today, we have not only established a reputation and stand fast in this area, we 

are also gaining the trust of more and more customers and increasingly getting into 
the markets of Western Europe, North America, the Middle East and Japan. After 

two Japanese companies ordered a batch of yttrium oxide and europium oxide for making 
colored picture tubes early this year, customers from 18 different countries and 
regions including the United States, West Germany, Holland, England and France 
followed suit one after another. Just from the United States alone, there are 13 
companies requesting to purchase our rare-earth products. 
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FOREIGN TRADE 


CLOSE INSPECTION OF IMPORT, EXPORT COMMODITIES URGED 
Hangzhou ZHEJIANG RIBAO in Chinese 4 Nov 81 p 4 


[Article by Ye Rihui [0673 2480 8748] and Pan Yibao [3382 5030 0292] of the 
Zheijiang Provincial Bureau of Import and Export Commodity Inspection: "Inspection 
of Import and Export Commodities Must Be Vigorously Strengthened" ] 


[Text] Along with the development of foreign trade, there has been great pre cess 
in commodity inspection work in Zhejiang. Since 1962, commodity inspection ofiices 
have been established in Hangzhou, Wenzhou, Ningbo, Jinhua and Shenjiamen. Based 
on pertinent regulations of the State Council, Zhejiang People's Government has 
further strengthened the inspection of import and export commoditiss in 1981. In 
the past 20 years Zhejiang Province has gradually formed a professional team of 
high technical standard and equipped with advanced inspection equipment made here 
and abroad. On harbor wharfs and Chinese and foreign freighters, in foreign trade 
warehouses, manufacture plants, and in various inspection laboratories, the inspec- 
tors busily engaged in quality control, inspection and certification of all Zhejiang's 
import and export commodities. They protected our national interests and reputation, 
controlled the quality of import and export commodities, saved and earned a great 
amount of foreign exchange for our country and actively promoted the economic con- 
struction of Zhejiang Province. 


Even so, it is still necessary for us to recognize the extreme importance and urgency 
of import and export commodity inspection and forcefully strengthen our work in this 
area. 


Whether we can hold on to quality control and guarantee the quality of import and 
export commodities is important to the entire national economy, the four moderni- 
zations, the international reputation of China, and the immediate interests of 
millions of Chinese people. Take export commodities for example. The competition 
in today's international market is very fierce indeed and product quality is the 
focus of the competition. Product quality is a general reflection of a variety 

of work and production processes. Inspection is a vital means to assure this quali- 
ty. To improve product quality and to adjust to the international market situation, 
manufacturers all over the world are doing everything they can to increase the com- 
petitiveness of their commodities. On the theme of improving product quality, all 
the professions in China have actively engaged in "quality month” activities, 
established and reinstituted various quality control systems, initiated a number 

of mass movements to improve quality, such as “trustworthy product quality”, 

"10,000 meter flawless fabric” and evaluation of high quality products, and promoted 
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various economic responsibility systems including linking planned output and quality 
with remuneration. Departments concerned have improved production technology, 
strengthened inspection and efficiently upgraded the quality of their products. 

In the export of "Green Giant™ canned mushrooms from Zhejiang Province to the United 
States, a series of effective measures were taken to assure quality. In addition 

to routine inspections, temperature and time in the pasteurizer were recorded 
automatically, vacuum was monitored, tightness and overlap of seals were checked 
and various residual pesticides were measured. These practices have assured quality 
and earned the trust of foreign customers for products from China. Today the ex- 
port volume of “Green Giant” canned mushrooms fro Zhejiang Province to the United 
States is steadily going up; on the basis of 250,000 cartons exported in 1980, 
agreement has been reached for export of 300,000 cartons in 1981. Conversely, had 
product inspections been neglected and quality control ignored, then we would en- 
counter rejection, claimes, and destruction of merchandise by foreign customers. 
Moreover, foreign authorities might even broadly publicize the incident in newspapers, 
radio and television and we would have suffered politically and financially and 
might even lose the market. 


As far as imported commodities are concerned, a great majority of them are products 
urgently needed in the four modernizations of China and some are required to modulate 
and supplement the domestic market. Therefore, the quality of imported products 
affect the national interest and interests of millions of people and they too must 

be ixspected closely. In 1980, a bicycle assembly plant in Zhejiang Province made 
bicycle flywheels for export using hot-rolled common round steel imported from 
Luxembourg. Since the steel was put into production without first being inspected, 
approximately 30 percent of the semi-finished products had cracks and were scrapped. 
It not only wasted money but also affected the timely completion of the production 
assignment. 


For imported materials, we should conquer the psychology of blind trust and have 
courage to inspect them and inspect them closely. Workers at Hangzhou Chain Plant 
put it well: when you deal with the foreigners, think twice. In 1981 Zhejiang Pro- 
vince imported 40,000 wrist watches for woman from Hong Kong. The first batch of 
merchandise was put on the market without inspection and soon the customers demanded 
their money back one after another. When the second shipment arrived, the receiv- 
ing unit requested the commodity inspection bureau to check the merchandise. It 
was found that 70 percent of the watches failed the inspection, a claim of $86,000 
was made against the foreign seller and the loss was recovered. Hence, we must 
strengthen our inspection of imported products to prevent losses from foreign mer- 
chants' profiteering, swindling, substituting high grade merchandise with low grade 
merchandise, selling used products as new products, and shipping damaged and in- 
adequate merchandise. Imported material should not be installed, stored or used 
without first being inspected. As economic construction has progressed in Zhejiang 
in recent years, the amount of imported material has increased many fold. Since 
Zhejiang Province is again managing its own import business starting this year, the 
importing units must do a good job in receiving the shipment, categorizing the 
merchandise, keeping business records and sending out arrival notices. Departments 
receiving and using imported products should follow the regulations in requesting 
service from commodity inspection departments and in doing their own inspection. 
Quantity and quality must be inspected closely and timely as specified in the con- 
tract and detailed inspection records should be kept. All inspections should be 
completed within the effective claim period. 
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in order to do a good job in the inspection of import and export commodities, we 


must rely on the public. 


Everyone should pay attention to quality and control the 


quality at different stages of production. Quality control should be included in 
the economic responsibility system and a system should be instituted so that the 
task of improving product quality can be put on a solid basis. At the Hangzhou 


’ 


Chain Plant, it was stated in their quality management regulation that all rav 
materials--including imported--must be inspected closely before being put into pro- 
duction. In 1980 when hot-rolled alloy band steel imported from West Germany was 
used in producing chains for automobiles and tractors, inspection showed that the 


carbon content was below the standard specification. 


After the Provincial Commodity 


inspection Bureau repeated the test and filed a claim, $52,000 was recovered. At 
Hangzhou Cotton Textile Mill No 1, a quality inspection branch is responsible for 
monitoring the quality of import and export commodities and special inspectors are 
exclusively in charge of inspecting different export textiles. As a result, product 
quality has been maintained at a steady level in recent years. Ali the units and 


departments concerned are taking the 
seriously. Their efforts in quality 


role in the economic 
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inspection of import and export commodity very 
control will make foreign trade play an active 
Zhejiang Province. 
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TIANJING, GUANGDONG FULFILL EXPORT QUOTAS EARLY 
OW151049 Beijing XINHUA in English 0745 GMT 15 Dec 81 


Text Beijing, 15 Dec (XINHUA)--Tianjin port and Guangdong Province fulfilled their 
export quotas 50 and 60 days ahead of schedule respectively, according to local for- 
eign trade departments. 


en import and export corporations, out of 14 in Tianjin, handling cereals, oils, 
oodstuffs, garments, native produce, animal by-products, light industrial products, 
urts and crafts, hardware, minerals, chemical products and machinery, have exceeded 
their annual goals. 


The percentage of manufactured goods for export increased while that of farm and 
sideline products decreased. The export value of light industrial products and 
extiles accounted forhalf of the total. This year’s foreign trade purchases of 
0 major export goods, including wrist watches, dinner sets, blankets, carpets, 
pharmaceuticals, rubber products, machine tools, motor, farm tools, dyestuffs and 


i food, met annual targets ahead of time. 


annedc 


is from other places, which are exported via Tianjin, declined by 40 percent 
this year. However, Tianjin developed its trade of processing with supplied mater- 
la Now 400 factories in Tianjin produce 50 percent of foreign trade goods with 


mported raw materials, the local foreign trade department sic. 


mangedong Province in South China fulfilled 102 percent of its annual export quota 
by the end of October, 19 percent more than during the same 1980 period. Proces- 
sing and assembling with supplied materials increased nearly 63 percent and compen- 
satory trade 191 percent over the same 1980 period, trade officials said. 


The province expanded production of light industrial products and textiles. In the 
first 10 months, foreign trade purchases were 13 percent more than last year. 


The exported goods produced with imported raw materials increased by 25 percent. 
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(Yu Xinli), deputy commissioner of the Hainan Regional Commissioner's 


f the region's economic work, recently told reporters: 
ttee and government have decided to give Hainan more 
Hainan's external economic activities will te opened up 
methods of the Zhuhai and Shenzhen special economic zones. 
d will actually be implementing a special economic zone 

is not such a zone. 


: 


the outlines and prospects for Hainan's external economic 
n foreign trade, we must first develop production of tropical 


s, together with the breeding of cattle, goats and poultry. 
experience in external economic work, we should concen- 

e with financial groups abroad, especially with large 

al oups, to carry out large-scale mineral exploitation, 


. 


. 


improvement, ecological balancing, industrial restructuring, and the 





mpletion of energy and transport networks. We could even carry out comprehensive 
exploitation in a single county or district. 
He said: A* present the island has about 10 million mu of unexploited land, and 
there are problems of backward technology and low production levels on the land 
that has been exploited On this land we c.x.n vigorously develop cultivation of 
rubber, sugarcane, coffee, cocoa, tea, citronaella, wrinkled giant hyssop, pine- 
it . scconuts, cashews, oil palms, medicinal herbs, fruit, and quick-growing, 
high-vielding forests In the South China Sea fishing grounds and around the 
ists, we in develop breeding of prawns, oysters and crabs and so on. 
1inan abounds in underground mineral resources that have not yet been exploited. 
r i ince, there ar lead, titanium, quartz, barite, limestone, granite, marbie, 
: ind brow ml. oil shale and so on. 
Yu Xinl 1id: Hainan Island has reccived 53 fornrign economic investigation 
: fro ast year to now, and still more businessmen have come from Hong 
M : B. wwe we initially reached 26 economic agreenents and 
} t m rt 5 m ion in investment. in the future, we are prepared to 
r ivorable tern in welcoming foreign businessmen to Hainan to 
ite ducti , a iaopt ftorms su as compensation trade, joint ventures, 
e product ind S nm is the intentions of both parties are 
ii. e agreement in be igne 
One 
RS, 
at 








FOREIGN TRAD: 


ANHUI MEETING VIEWS TOURISM, OVERSEAS CHINESE 
OW241857 Hefei Anhui Provincial Service in Mandarin 1100 GMT 21 Dec 8l 


[Text] The provincial meeting on tourism and overseas Chinese affairs work held 

by the Anhui Provincial People’s Government recently ended in Hefei. The meeting 
held: Our province has made remarkable achievements in the work concerning overseas 
Chinese affairs, primarily in implementing the party's policy on overseas Chinese 
affairs. The unjust, false and wrong cases based on ihe grounds of so-called 
“overseas relations" have been basically redressed and ‘ -ted, The supply of 
goods for people receiving overseas remittances has bee: aiteed and remittances 
from overseas Chinese have been increasing yearly. The re-eption has been rela- 
tively good for compatriots in Hong Kong, Macao and Taiwan as well as for foreigners 
coming to our province to visit relatives or as tourists. More than 13,000 people 
were received last year. The number is even greater this year. The meeting also 
held that the tourism industry rapidly developed from nothing in our province after 
the 3d plenary session of the llth Party Central Committee. Cadres and workers of 
the tourism department made good preparation for opening cities to tourists, 
expedited the construction of the major scenic areas of Huangshan and Jiuhuashan 

and improved the reception and transp°;tation conditions in hotels and restaurants. 


After reporting on the resolutions of the national discussion meeting on home-based 
overseas Chinese affairs work and the national conference on travel and tourism 
work, the meeting concentr:~ed on how to make further efforts to implement the 
policy on overseas Chinese affairs, do a good job in overseas Chinese affairs work 
and mobilize returned overseas Chinese and families of overseas Chinese to contri- 
bute to the four modernizations. It also seriously studied how to develop a 
Chinese-style of tourism, strengthen the leadership over tourism work and improve 
our service in receiving tourists so the tourism industry can steadily and soundly 
develop in our province. 


Governor Zhou Zijian spoke at the meeting. He called on all localities to place 
overseas Chinese affairs work on the agenda of party committees and fully staff 
the overseas Chinese affairs departments. Related party and government depart- 
ments should make an effort to ensure the supply of goods for persons receiving 
overseas remittances. 


Comrade Zhou Zijian said: Tourism is a new task. Tourism service and facilities 


should be improved step by step on the basis of the existing conditions, and 
efforts should be made to do a good job in running Chinese-style tourism. 


CSO: 4006/196 
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FOREIGN TRADE 


GUANGDONG REGULATIONS ON SPECIAL ECONOMIC ZONES 
0W241236 Beijing XINHUA in English 1213 GMT 24 Dec 81 


[Text] Guangzhou, 24 Dec (XINHUA)--Four provisional regulations concerning the 
special economic zones in Guangdong Province were promulgated today by the Standing 
Committee of the Guangdong Provincial People's Congress. 


They concern entry and exit visas for the special zones, registration of enterprises, 
wages for labor in the enterprises and land control in the Shenzhen special economic 
zone. 


The regulations on entry and exit visas give a detailed list of how and where 
persons of different categories should apply for visas. They include foreigners, 
per ons from Hong Kong and Macao and Taiwan compatriots. Rules are set out for 
sin, e entry and multiple entry visas. 


Enterprises in the special economic zones will apply for registration with the 
Administration for Industry and Commerce in the economic zone. Procedures are listed. 


The provisional regulations on wages for labor state that enterprises in Guangdong's 
special economic zones have the right to hire, have a probationary period and 
dismiss workers and staff members. Workers and staff members also have the right 

to resign. Employment is by contracts. 


As to land control in the Shenzhen special zone, the provisional regulations 
stipulate time limits for the use of land and land use fees. Preferential treat- 
ment on land use fees will be given to overseas investors setting up educational, 
cultural, scientific, technological, medical, hygienic and public welfare under- 
takings in the special zone. Fees may be waived for projects involving the most 
advanced technology and non-profit projects. 


The four regulations, adoptec at the 13th session of the Standing Committee of the 
Fifth Guangdong Provincial People's Congress, shall come into effect as of 
l January 1982. 


These regulations grant preferential treatment and certain conveniences to overseas 


investors so that a new system conducive to absorbing foreign capital and importing 
technology can be established. 


CSO: 4020/56 
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FOREIGN TRADE 


SHANGHAI IMPORTS ADVANCED TECHNOLOGY, EQUIPMENT 
OW270742 Beijing XINHUA in English 0719 GMT 27 Dec 81 


[Text] Shanghai, 27 Dec (XINHUA)--Shanghai has imported a total cof 287 items of 
advanced technology and equipment in the past 3 years and received foreign exchange 
loans, in addition to signing 2,736 contracts to process custom-provided materials 
or blueprints and assembly work. 


These cover light industry, clothing, electronics, instruments and meters, machinery, 
chemicals, ship-building and aviation, according to a municipal administrative 
department on import and export affairs. 


In the wake of its enhanced ties with the world market and readjustment of its 
economy, Shanghai has expanded its foreign trade and has more economic and technical 
cooperation with other countries. The city has brought in advanced technology as 
well as key equipment it cannot yet produce through such flexible trade patterns 

as joint ventures, compensation trade, joint research and designing, and coopera- 
tive production. 


Of the 174 items involving the use of foreign exchange loans, 135 have so far been 
completed and put into production, and the loans for 120 items have been repaid. 


Foreign capital and equipment imported are introduced mainly in old, small and 
medium-size factories, whose products are in demand both at home and abroad. 

The Shanghai No 1 radio factory, a medium-size factory with 2,200 workers, produces 
TV sets, tape recorders, radio sets and accessories of instruments and meters. 

lt imported two carbon resistor lines and 30 special sets of equipment from Japan 
in late 1980, raising its production efficiency by eight fold. The factory repaid 
all loans to buy the equipment by May this year. 


The Shanghai wrist watch factory in 1979 imported an assembly ‘ine for the fourth 
generation of quartz watches from Hong Kong and, in line with the traders’ require- 
ments for quality, quantity and delivery time, has assembled the watches for the 
world market. 


Over the past 3 years, 13 clothing factories in Shanghai have imported one million 
yuan worth equipment through the compensation trade agreements signed with business- 
men from Japan, the U.S. and Hong Kong. 


fen electric mathinery plants in Shanghai have imported advanced technology from 
lapan, West Germany, Switzerland, the U.S., Britain and France. 


cso: 4020/57 
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FOREIGN TRADE 


:LANJIN USES FOREIGN EXCHANGE TO PKOMOTE OUTPUT 
OW281222 Beijing XINHUA in English 1209 GMT 28 Dec 81 


[Text] Tianjin, 28 Dec (XINHUA)--Tianjin, a major industrial city in north China, 
has since 1978 undertaken 123 industrial projects involving foreign funds equiva- 
lent to U.S.$111 million, according to municipal authorities. 


The money was raised in the form of foreign exchange loans, compensation trade, 
joint ventures and cooperative production, officials said. 


Thirty-eight of these projects, including a winery, a watch dial and watch hand 
factory and 30,000 cotton spindles, have already gone into full or partial opera- 
tion. Most of the remaining 85 projects are scheduled to start operation in 1982. 
Upon completion, the 123 projects will add 1,170 million yuan in output value 
annually. 


Most foreign funds have been used to technically update the city's existing enter- 
prises and replace old equipment. About 50 percent of the total has gone to the 
textile industry. Emphasis has been placed on revamping cotton, woolen, knitwear 
and printing and dyeing mills as well as factories producing ready-to-wear. 


By using foreign funds, the city's textile industry has since 1978 added 100,000 
cotton spindles to the original 520,000, and 140,000 woolen spindles as well as 
1,622 looms for woolen piece goods, cloth and knitwear. The new machines have 
increased efficiency two to four times. 


Tianjin's garment factories, mostly small ones with poor equipment and low produc- 
tivity, have imported 6,400 sets of special equipment with foreign funds. These 
will serve to revamp 80 percent of the factories. Seven production lines have 
begun operation. As a result, garment output has increased 100 percent and export 
volume 160 percent. 


CSO: 4020/56 


79 








FOREIGN TRADE 


BRIEFS 


TIANJIN LIGHT INDUSTRIES EXPORTS--The Second Tianjin Municipal Light Industrial 
Bureau has scored remarkable achievements in encouraging its enterprises to 
vigorously produce export commodities. By the end of November, the bureau preful- 
filled and overfulfilled its annual export plan by 3.54 percent. The output value 
of export commodities surpassed the figure of the corresponding 1980 period by 
over i2 percent. It earned us $240 million for the state. [SK142323 Tianjin 

City Service in Mandarin 1430 GMT 12 Dec 81] 


HEILONGJIANG TOURIST CONFERENCE--The Heilongjiang provincial tourist work conference 
was held in Harbin from 23 November to 1 December. Since June 1978 when the 
provincial tourist trade began, the number of foreign travellers, overseas Chinese, 
compatriots in Hong Kong, Macao and Taiwan and Chinese residing in foreign countries 
who have toured our province has increased 34 percent on average each year. 

Tourist departments throughout the province have earned U.S.$4.98 million from 
tourism. [SK0O20904 Harbin Heilongjiang Provincial Service in Mandarin 1100 GMT 

l Dec 81] 


NEW HAINAN EXPORT PORT--With the approval of the Guangdong Provincial People's 
Government, it was decided th  . Qinglan Port of Wenchang County, Hainan Island 
established as a loading, unloading port for import and export goods. Qinglan 
Port has a fine harbor and is the sea transportation center of Wenchang, Qionghai 
and Wanning Counties. The harbor is both wide and deep. It is deep enough for 
vessels over 1,000 tons to anchor. When the port is established, imported and 
exported native products, industrial and mining goods will be loaded and unloaded 
there. Since the distance between Qinglan Port and Hong Kong is 3 miles shorter 
than that between Haikou Port and Hong Kong, it will save much fuel and money for 
the state. [HK210904 Haikou Hainan Island Regional Service in Mandarin 0330 GMT 
ll Dec 81] 


SHANDONG EXPORTS--By 20 November, Shandong Province had overfulfilled the annual 
export plan by 3.4 percent. Export volume increased 7.3 percent over the corres- 
ponding 1980 period. [SK020910 Jinan Shandong Provincial Service in Mandarin 
2300 GMT 1 Dec 61) 


LIAONING EXPORT--As of the end of November, Liaoning Province fulfilled the 1981 
exports procurement target by 105.1 percent, an increase of 5.6 percent over the 
corresponding 1980 period. The province also fulfilled by 109.9 percent the 1981 
target for exports via Dalian Port, an increase of 7.5 percent over the corres- 
ponding 1980 period. [SK170708 Shenyang Liaoning Provincial Service in Mandarin 
1100 GMT 15 Dec 81] 
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ANHUIT ECONOMIC WORK FORUM--Anhui Province held a forum from 19 to 21 November to 
discuss the development of economic relations with foreign countries. The forun, 
held in Hefei, studied the plan for furthering the economic and technical coopera- 
tion with foreign countries. At present Anhui Province is undertaking the jobs 

of surveying, designing, construction and technical personnel training under 

13 cooperative projects with nine countries: Tanzania, Comoros, Madagascar, Benin, 
Burundi, South Yemen, Somalia, DPRK and Tunisia. The province has 260 engineers, 
technicians and medical workers working in these countries. [0W281133 Hefei Anhui 
Provincial Service in Mandarin 1100 GMT 25 Nov 81] 


TILIN EXPORTS--This year Jilin Province has exported 434 varieties of prcducts to 
73 foreign countries. As of 25 November, the province had overfulfilled the 
annual export plan by 101.9 percent, 35 days ahead of schedule. The export volume 
of grain and oil foodstuffs, textile products, light industrial products and five 
other products increased from 50 to 100 percent over 1980. [SK122240 Changchun 
lilin Provincial Service in Mandarin 1100 GMT 10 Dec 81] 


SHANGHAI SELLS 60 SHIPS--Since last year, the Shanghai Shipping Industrial Company 
has sold about 60 ships totalling 560,000 tons to foreign firms. Representatives 

of over 30 companies from more than 10 countries and regions have come to Shanghai 

to negotiate business with it. The Shanghai shipping factory has built a 16,000- 
ton cargo ship for the Sino-Poland Shipping Company. This ship is highly automatic. 
Both its main engine and secondary engine can be controlled either in the machine 
room or in the bridge. This factorv will export four 10,000-ton cargo ships 

next vear. Since last year, the Jiangnan shipping factory has also signed contracts 
to sell five 27,900-ton cargo ships abroad. Shanghai started selling ships abroad 
in 1977. Many foreign ship-building experts think that China has a great potential 
in exporting ships and that if its existing management system is further improved 
and strengthened, China's golden age of exporting ships will soon come. [HK260348 
Beijing Zhongguo Xinwen She Domestic Service in Chinese 0832 GMT 25 Nov 81] 


VERSEAS SHIPBUILDING ORDERS--Shanghai, 14 Dec (XINHUA)--The China Corporation 

»f Shipbuilding Indust (CCSI) has, since its inauguration in May 1980, received 
ients for the building of ships totaling 700,000 tons, 
iccording to CCSI Deputy General Manager Lin Guangqian. CCSO has also signed 
contracts for the supply of ship accessories and consumer goods to firms of Hong 
Kong, the United States, Japan and some European countries. On order forms are 


- 
‘ 
Oraers from overseas cl 


$6, 000—-ton, 27,000-ton and 18,000-ton bulk carriers, 1,500-ton and 1,100-ton cargo 
hips, as well as container ships, trawlers, pleasure boats, barges and other 

iips, Lin Guangqian said in Shanghai last week. Under China's current open 

li . has established business relations with more than 100 firms of 40 

unt ris it regions, he added. The corporation also undertakes compensation 


ssing tasks with designs or materials supplied by clients. [Text] 
XINHUA in English 1328 GMT 14 Dec 81] 


UGANDA=-Kampala, 1/7 Dec (XINHUA)--An ice plant built here with Chinese 


handed over to the Ungandan Government at a ceremony today attended by 
indan Vice-President ulo Muwanga and Chinese Ambassador Zhang Bochuan. Vice- 
t Mu iid that the plant stood as a tangible evidence of China's 


ent w’ll strengthen the bonds of cooperation and 


e tw ourtries, he declared. Ambassador Zhang Bochuan 
e plant was built through the joint efforts of the two governments 
He hoped that though moderate in size, the plant will play its part 
t eop li f Uganda, The plant was built [in accordance withj the 
rt izgreement on « nomi ind technical cooperation between the two countries. 
ex! eijing XINHUA in Engli O72/ GMT 81 Dec 81] 








SHANGHAI EXPORTS--Shanghai, 20 Nov (XINHUA)--The value of Shanghai machinery and 
equipment exports will rise 43 percent this year from last, and double 1978's 
value, according to the city's Foreign Trade Department. By the end of September, 
heavy industrial products were 20 percent of Shanghai's total export value, a 

1.3 percent increase over the same 1980 period. The city now exports nearly 1,000 
kinds of electronic elements and instruments, precision machine tools, motor 
vehicle and ship parts, complete textile, machinery, and grain-processing, 
printing, rubber and plastics making machinery, and hoists. New export items 
increased 33 percent in the first 9 months this year from the same 1980 period. 
For the first time Shanghai has this year exported petroleum machinery to the 
United States and small hydrolectric power generating units to Southeast Asia. 
[Excerpt] [0W281343 Beijing XINHUA in English 1227 GMT 20 Nov 81] 
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SRANSPORTATION 


SOVIET COMMENTS ON CHINA'S MOTOR VEHICLE ROAD NETWORK 


Moscow ZARUBEZHNOYE VOYENNOYE OBOZRENIYE in Russian No 6, Jun 81 (signed to 
press 12 Jun 81) pp 22-26 


[Article by Colonel K. Petrov: "The Motor Vehicle Road Network of China"™] 


[Text] In its analyses of the current political line of the Beijing leadership 
the foreign press virtually unanimously stresses that the main course of that 
policy is toward a thorough militarization of the country and preparation for 
war. Even now China maintains the world's largest standing army and its mili- 
tary expenditures, as estimated by foreign experts, absorb about 40 percent of 
the state budget. 


Within the variety of military preparations which encompass virtually all as- 
pects of life in China, a major role is assign2ad to developing the network of 
land routes and streamlining the efficiency of the entire transportation system. 
As pointed out by the newspaper RENMIN RIBAO, transport construction is, along 
with the energy industry, assigned the leading role in turning China into a 
mighty military power with a developed economy. 


Special attention is devoted in the plans of Chinese leaders to modernizing 
automotive transport. As that newspaper states, the military-economic impor- 
tance of this type of transport is due chiefly to the vastness of the country, 
the extremely nonuniform distribution of productive forces, and the backward- 
ness of other means of present-day transportation. The ivle of automotive trans- 
port is particularly great in the vast western regions with their wealth of stra- 


tegic minerals and virtual absence of railroads and inland waterways. In 


Xinjiang, Tibet, and Qinghai Province, motor vehicles are the main and not in- 
frequently sole means of transportation, providing economic and political links 


both within the region and with the central and southern provinces. 

Re nt ie i rtance of automotive transport has also increased in the east- 
I 

ern--especially the coastal--regions of China. Although a fairly well-developed 


railroad network exists in those regions (24 percent of the overall railroad 
network of China is located there), railroid transport there can no longer cope 


with the increased volume of freight traffic. According to the Xinhua Press 
Agency, these regions account for 70 percent of all railfreight hauls, so that 
carrying capacity of the railroads, most of which had been built prior to 
L949, ; practically completely exhausted and certain lines satisfy only 40-50 
ercent the demand of the economy and the armed forces. 








According to China's main statistical administration, the overall extent of 
motor vehicle roads in the country is 890,000 km. The road network links all 
cities and communities of province and district importance, about 95 percent 

of the people's communes, and more than one-half of principal production bri- 
gades. It is worth noting that these statistics include not only hard-surfaced 
motor vehicle roads but also many unsurfaced roads linking together discrete 
settlements and designed chiefly for cart transport. Motor vehicles can use 
these latter roads only in the dry season of the year. 


In terms of administrative and economic purposes, motor vehicle roads are di- 
vided into (state and province) trunk roads and local roads. From the techni- 
cal standpoint they are divided into hard-surfaced, improved unsurfaced, and 
regular unsurfaced roads. THE ENCYCLOPEDIA OF MODERN CHINA that has been pub- 
lished in the United States notes that strategically important trunk roads are 
administered by the Ministry of Transportation, whereas province and local roads 
are maintained by transport organizations (administrations, sectors) set up at 
all levels down to that of the people's commune inclusively. These agencies 
are responsible fer the planning, construction, maintenance, repair, and reno- 
vation of the road networks within the boundaries of the corresponding adminis- 
trative units. 


State trunk roads and province roads are, as a rule, hard-surfaced. They link 
the administrative seats of neighboring provinces and autonomous regions, major 
military-industrial centers, ports, and important military facilities. The 
Japanese bulletin TYUGOKU KOGE NYUS! reports that the roadbed on roads in this 
class varies from 7 to 12 m in width. They are mostly gravel-, rubble-, or 
cobblestone-surfaced, with separate segments being paved with tar or asphalt. 
The overall network of the all-weather roads alone is about 250,000 km, of 
which approximately 140,000 are asphalt-surfaced. 


The local roads link district towns, people's communes, production brigades, and 
local industry enterprises. Usually they connect to motor vehicle trunk roads 
and, together with these, they constitute a unified transportation network. 
Their overall length exceeds 600,000 km. The improved unsurfaced roads are 
covered with a thin layer of rubble, gravel, or other materials, but rapidly 
become impassable with intensive use, especially when thawing. The condition 
and passability of regular unsurfaced roads are even more weather-dependent. 


Mountain roads account for a large part of the motor vehicle road network. 
Their stony soil withstands considerable freight traffic which however is 
limited by mountain passes that often are located at high elevations (up to 
5,000 m) and subject to snowdrifts and avalanches. 


fhe distribution of motor vehicle roads over the area of the country is extremely 
nonuniform, Most roads are located in Northeastern and Northern China, on the 
Great Chinese Plain, and in the SichuanTrough as well as in the coastal prov- 
inces, as opposed to the extremely small number of rocds iu the western regions 
where their construction is impeded by the dissected terrain relief and severe 
climate. 


According to the bulletin TYUGOKU KOGE NYUSU, in Northern China there exist up 
to 25 trunk roads along with a large number of hard-surfaced road branches and 
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GENERAL 


TEXT OF ECONOMIC CONTRACT LAW 
OW221109 Beijing XINhUA Domestic Service in Chinese 0025 GMT 16 Dec 81 


{The Economic Contract Law of the PRC--adopted at the fourth session of the Fifth 
NPC on 13 December 1981] 


[Text] Beijing, 16 Dec (XINHUA)-- 
Chapter I 
General Principles 
Article l 


This law is specially formulated to protect the legal rights and interests of the 
parties concerned in economic contracts, safeguard social and economic order, 
improve economic benefit, guarantee the implementation of state plans and promote 
the development of the socialist modernization program. 


- 


Article 2 


An economic contract is an agreement between legal persons [fa ren 3127 0086] 
for achieving a certain economic purpose and for defining each other's rights 
and obligations. 


Article 3 


Economic contracts, with the exception of those that are settled immediately, 
should be in written form. Documents, telegrams and charts related to contract 
revisions agreed upon by the parties concerned through consultations are also 
component parts of a contract. 


Article 4 


Economic contracts should be formulated in accordance with state livs and in 
conformity with the requirements of state policies and planning. No units and 
individuals are allowed to engage in illegal activities by means of contracts, 
disturb economic order, undermine state planning, violate state interests and 
public interests of the society or seek illegal earnings. 


90 




















Article 5 

Economic contracts should be formulated by implementing the principles of equality, 
mutual benefit, achieving unanimity through consultations and compensations of 
equal values [deng jia you chang 4583 0116 2589 0326]. No one party is allowed 
to impose its will on anotner party. No one unit or individual is allowed to 
interfere illegally. 

Article 6 

An economic contract once drawn up according to the law has legal binding force. 
The parties concerned should fulfill all obligations stipulated in the contract. 
No one party is allowed to unilaterally alter or terminate the contract. 

Article 7 


The following economic contracts are invalid: 


l. Contracts that violate the laws and state policies and planning; 





2. Contracts signed by means of deception and under coercion; 


3. Contracts signed by an agent who oversteps his authority or who signs the 
contracts, in the name of a principal, with himself or with other principals; 


4. Economic contracts that violate state interests or public interests of the 
society. 


Invalid economic contracts have no legal binding force from their inception. When 
a part of an economic contract is confirmed to be invalid and if the remaining 
parts' validity is not affected, the remaining parts will still be valid. 


The power to confirm invalid economic contracts rests with the contracts administra- 
tive organs and the people's courts. 


Article 8 
Stipulations of this law are applicable to contracts in purchase and sale, construc- 
tion of projects, material processing, freight transportation, electricity supply, 
warehouse storage, property rental, money borrowiug, property insurance, scientific 
and technical cooperation and other economic contracts. 
Chapter II 
Formulating and Fulfilling Economic Contracts 


Article 9 


An economic contract is formulated when both parties concerned have achieved 
unanimity through consultations of the major articles of the economic contract 
according to the law. 
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Article 10 


In formulating economic contracts on other's behalf, an agent should first secure 
power of attorney from the entrusting units and then sign the contracts in the name 
of the entrusting units according to the extent of their implied powers, only 

thus can the direct rights and obligations to the entrusting units exist. 


Article ll 


In cases of economic dealings concerning products and items prescribed in the 
state's mandatory plans, the economic contracts should be signed according to the 
targets set by the state. When no consensus could be reached at the time of 
signing, the matter shall be handled by the higher 6rgans in charge of planning 

of both sides. In cases of economic dealings concoyning products and items pres- 
cribed in the state's guiding plans, the economic «ntracts should be signed after 
considering the targets set by the state and taking inte account the actual condi- 
tions of the units concerned. 


Article 12 


An economic contract should contain the following major articles: 


l. 


Y 


3. 


4. 


5. 


Objective (refering to freight, service, projects, others); 
Quantity and quality; 

Prices or commission; 

Time limit, place and mode of fulfilling the contract; 


Responsibilities in case of violation of contract. 


Other major articles of an economic contract comprise those articles that should 
be included as stipulated by the law or in keeping with the nature of economic 
contracts as well as those articles that any one of the parties concerned requests 
to be included in the contract. 


Article 13 


When money is to be used in fulfilling the obligations stipulated in an economic 
contract, renminbi should be used in computation and payment, except as stipulated 
otherwise by the law. 


Unless the state allows the use of cash in fulfilling obligations, all accounts 
should be transferred through the banks. 


Article 14 


Any one of the parties concerned may pay a deposit to the other. 


After an economic 


contract has been fulfilled, the deposit should be returned or deducted from the 
price. 
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(he party that pays the deposit has no right to ask for the return of the deposit 
if it does not fulfill the contract. The party that receives the deposit has to 
return twice the sum of the deposit received if it does not fulfill the contract. 


Article 15 


When one of the parties concerned in an economic contract requests a guarantee 
the guarantee can be provided by a certifying unit that serves as an intermediate 
agent to guarantee that one of the parties concerned will fulfill the contract. 
When the guaranteed party fails to fulfill the contract, the certifying unit will 
be responsible for making up for the losses incurred. 


Article 16 


After the invalidity of an economic contract has been confirmed, the party concerned 
should return to the other party the property that the former has acquired according 
to the contract. The party in the wrong should compensate for the ensuing losses 
incurred by the other party. If both parties are wrong in some ways, each will 

have to bear the corresponding responsibilities. 


In case both parties purposely signed a contract that violates state interests 
and public interests of the society, the properties derived or due to be derived 
by both parties should be seized and turmed over to the state treasury. If only 
one party is found to have intentionally committed such an act, this party should 
return the property acquired from the other party to the latter. The property 
derived or due to be derived by the unwitting party from the other party should 
be turned over to the state treasury. 


Article 17 


The following stipulations should be observed regarding product quantity, product 
quality, packaging quality, product prices and time limit for goods delivery in 
purchase-sale contracts (including contracts in supply, purchase, advanced purchase 
and combination, and cooperation and regulation of purchase and sale): 


1. Product quantity: Contracts should be signed according to the plans approved 
by the state and the higher departments in charge; in the absence of plans approved 
by the state and the higher departments in charge, the contracts will be signed 

by the supplying and receiving parties through consultations. Product quantity 
should be computed according to the methods stipulated by the state or the depart- 
ments in charge; in the absence of stipuiations by the state and the departments 

in charge, the methods will be worked out by the supplying and receiving parties. 


2. Product quality and packaging quality: Contracts in this respect should be 
signed according to state standards or professional criteria, if these are available. 
In the absence of these standards and criteria, contracts will be signed according 

to the standards set by the departments in charge. If the parties concerned have 
specific requirements to make, they should first consult each other and then sign 
contracts. 
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The supplying party should be responsible for the quality of the product and 
packaging and furnish the necessary technical documents or samples with which to 
determine the acceptability of the goods. 


The methods of accepting and quarantining [jian yi fang fa 2914 4004 2455 3127] 
products quality-wise should conform to the relevant regulations approved by the 
State Council. Im the absence of such regulations, the methods will be determined 
by both parties concerned through consultations. 


3. Product prices: Contracts in this respect should be signed according to the 
prices (including state-fixed prices and floating prices) stipulated by all levels 
of departments in charge of pricing. If negotiated prices are allowed by the 
policy, the prices will be negotiated by the parties concerned. 


Some products are pegged to the state-fixed prices. If the state prices have been 
readjusted during the period of delivery specified by the contract, the prices of 
these products will be computed at the price level at the time of delivery. If 
these products are overdue in delivery, then the original prices will be applied 
in case of price hike and the new prices will be applied in case of price drop. 

If these products are picked up or payments are made behind schedule, then the new 
prices will be applied in case of price hike and the original prices will be 
applied in case of price drop. If floating prices and negotiated prices are used, 
then the prices specified ir the contract will be applied. 


4. The time limit for delivering (picking up) goods as stipulated by the contract 
should be observed. Whichever party that wants to deliver (pick up) goods ahead 

of or behind schedule should first reach agreement with the other party and act 
accordingly. 


Article 18 


Contracts for construction projects should be signed in accordance with the 
procedures prescribed by the state and the investment plans, statements of projected 
tasks and other documents approved by the state. 


The work of a construction project, including survey, design, construction and 
installation, may be covered in a comprehensive contract signed by the construc- 
tion unit with one contractor or in separated contracts signed by the construction 
unit with several contractors. 


Survey and design contracts should specify the time for the two sides to provide 
basic survey and design data as well as various documents regarding design 
(including budgetary estimates) and should have provisions on the requirements 
regarding the quality of the design work and other terms of cooperation. 


Construction and installation contracts should have provisions explicitly specifying 
the scope of the project, time required for construction, times for commencement 

and completion of intermediate work projects, quality of work for the project, 

cost of the project, time for furnishing technical data, responsibilities for 

supply of materials and equipment, appropriation of funds and final accounting, 
examination and acceptance of the project upon completion and cooperation between 

the two sides. 
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The examination and acceptance of a construction project should be based on the 
blueprint for the construction work and the related explanatory notes and on the 
standard specifications and quality criteria promulgated by the state for checking 
and accepting construction projects. 


Article 19 


Processing contracts should be signed on the basis of the projects or items 

required and quality demands set forth by the side placing the order and the 
capabilities of the contractor to undertake the processing work, fill the order 

and to repairs as needed. Unless otherwise specified in the contract, the contractor 
should fulfili the main part of the processing work, the order or the repair job 

with its own equipment, techniques and labor and should not transfer the accepted 
work to a third party without the consent of the side placing the order. The side 
placing the order should receive the products made or the work completed by the 
contractor and give the latter remuneration for such work. 


The contractor should promptly examine the raw materials and other materials 
provided by the side placing the order. If these materials are found not to 
conform with those specified in the contract, the contractor should immediately 
notify the other side to replace them or to supply what is lacking. The contractor 
should not replace of its own accord the raw materials and other materials provided 
by the other side, nor should it covertly change any parts of the items being 
repaired. Contractors violating this should be held responsible for making 
compensations. 


In repairing houses or mass processing nonstandard products, the contractor should 
receive necessary examination and supervision by the side placing the order; 
however, the latter should in no way hamper the normal work of the contractor. 

If the side placing the order wants the contractor to keep secret the work covered 
by the contract with regard to duplication, design, translation or tests and 
examinations of product properties, the contractor should strictly comply with 
such a request. 


If the side placing the order fails to take delivery of the products or items 
ordered more than 6 months after the prescribed time, the contractor has the 

right to sell the products or items and deposit the sales proceeds in the bank in 
the name of the side placing the order after deducting the remuneration and storage 
charges for the products or items. 


Article 20 

Cargo transportation contracts should be signed in accordance with the cargo 
dispatch plan, transportation capacity and transportation plan. Contracts for 
transporting small lots of cargo should be signed according to relevant state 


transportation regulations. 


Contracts involving transport should state explicitly the responsibilities of the 
two or more sides concerned and the method for the transfer of cargo between them. 
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When the goods consigned for transport require packaging according to the regula- 
tions, the consignor should package the goods according to the standards set by 
the state departments concerned. Im the absence of a unified packaging standard, 
the consignor should package the goods according to the principle of ensuring 
safety in cargo transportation. Otherwise, the consignee has the right to refuse 
the consignment. 


Article 21 


Electric power supply contracts should be signed on the basis of the electric power 
consumers’ requirements and the availability of electric power. The contracts 
should have clauses explicitly stating the electric power, electric quantity, 

time for using electricity and responsibilities to be undertaken in case of breach 
of the contract terms. 


Article 22 


Wareh. use storage contracts should be signed between the cargo consigners and 
consignees after consultations on the basis of the former's storage plan and the 
latter's warehouse capacities. Contracts for storage of small lots of goods should 
be signed according to pertinent regulations on warehouse storage. 


Warehouse storage contracts should have clauses clearly stating the names of goods 
to be stored, their specifications, quantities, storage methods, particulars to 

be inspected and methods of inspection upon receipt of such goods as well as the 
procedures for taking the goods into and out of the warehouses, standards for 
damage and loss, treatment of damage and loss, storage charges and methods for 
calculating such charges and responsibilities to be undertaken in case of breach 
of the contract terms. 


Upon receipt of the goods to be stored in the warehouse, the consignee should 
check their outside packaging, the varieties of products, their quantities and 
quality according to the details specified in the contract. In case the goods 
received in the warehouse are found not to conform with specifications, the 
consignor should be notified immediately. However, the consignee should be held 
responsible for making necessary compensation provided that discrepancies between 
the goods received and the details in the contract with regard to the varieties 
of goods, their quantities or quality are found after the goods have been checked 
and accepted for storage by the consignee. 


The consignor should provide the consignee with necessary materials fcr checking 
the goods to be stored, otherwise, the consignee should not be responsible for 
making compensation in case the varieties, quantities and quality of the goods 
received do not agree with what is specified in the contract. 


Article 23 


Property lease contracts should have clauses explicitly stipulating the name of 
the property to be leased, its size, use, period of lease, rental, ‘ime for making 
rental payment, obligations for maintenance of the property during the period of 
lease and responsibilities to be undertaken in case of breach of the contract 
terms. 
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the lessor should give the property to the lessee for use according to the time 
schedule and the stipulation on the state of the property as contained in the 
contract. If the lessor transfers the ownership of the property to a third party, 
the lease contract will be binding on the new owner. 


To meet the needs of work, the lessee may let a third party rent and use the 
property, but before doing so, the lessee should obtain concurrence from the lessor. 


The rental should be determined in accordance with the unified criteria, if any, 
set by the state. In the absence of such criteria, the rental is to be determined 
through consultations between the two sides. 


Article 24 


Loan contracts are signed in accordance with state credit loan plans and appropriate 
regulations. The contract must include unequivocal terms on the loan's exact 
figure, use, deadline and interest rate; method for account-settling; and responsi- 
bilities for breach of the contract. 


Interest rates for loans are prescribed by the state and controlled by the People's 
Bank of China. 


Article 25 


Property insurance contracts are signed in the form of insurance policies or 
insurance certificates. 


An insurance contract must include uequivocal stipulations on the kind of insurance, 
exact location (or transportation means and distance), amount insured, insurance 
responsibilities, method for compensation, payments of insurance premiums and the 
beginning and expiration dates of the contract. 


The policy holder must protect the safety of properties insured. The policy 

seller may conduct safety inspections of properties insured. If factors endangering 
the safety of properties insured are found during a safety inspection, the policy 
holder should be promptly notified to eliminate these factors. 


If a third party is responsible for making good the losses or damages to insured 
properties, the policy holder may request the insurance unit to honor the policy 
according to stipulations in the contract. However, the policy holder must 
relinquish to the insurance units the right of demanding indemnity and must assist 
the latter in demanding indemnity from the third party. 


Article 26 


Scientific and technological cooperation contracts (including scientific research, 
trial production, popularization of research achievements, sales of technology and 
technological consultation services) are signed in accordance with plans formulated 
by higher-level departments in charge or other departments concerned. When no 

such plans exist, the two interested parties may sign a contract through mutual 
consultations. 
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A scientitic and technological cooperation contract must include unequivocal terms 
on projects or items for cooperation, technological and economic requirements, 
rate of progress, method of cooperation, fund and materials budget, rewards and 
responsibilities for breaking contract. 


Chapter III 
Change or Cancellation of Economic Contracts 
Article 27 


An economic contract may be changed or canceled under one of the following condi- 
tions: 


1. When both parties agree by mutual consultation, and when the change or cancel- 
lation does not harm state interests or affect state plans; 


2. When the state plan on which the contract is based has been revised or canceled 


3. When one party of the contract can no longer fulfill the contract because the 
plant or enterprise has closed down, stopped production or been converted to 
other uses; 


4, When a force majeure or factors other than a party's own fault which are 
beyond the control of the parties involved have made it impossible to fulfill the 
economic contract; and 


5. When one party breaks the contract, and it has become impossible to fuifill 
the economic contract. 


When one party of the contract wants to change or cancel an economic contract, it 
must promptly notify the other party. The party suffering losses due to the change 
or cancellation of an economic contract or request by the other party may be 
absolved from any responsibilities according to law, but the party causing the 
change or cancellation must be responsible for paying the losses suffered by the 
other party. 


When one party of a contract has merged with another unit or has become independent 


from a parent unit, the responsible party or parties after the change will be 
responsible for fulfilling obligations and will enjoy privileges of the contract. 


Article 28 
The notice or agreement on changing or canceling an economic contract must be in 


written form (including documents, telegrams and others). Before an agreement 
is reached, the original economic contract will still be effective. 


Article 29 


A change or cancellation of an economic contract, if involving products or items 
prescribed in the state's mandatory plans, should be reported for approval by the 
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department responsible for issuing such plans before any agreement on the change 
or cancellation may be signed. 


Article 30 


Suggestions on changing or canceling economic contracts and responses to such 
suggestions must be made within the time limit agreed upon by both parties or that 
set by the concerned department in charge. 


Article 3l 


An economic contract may not be changed or canceled when its responsible persons or 
legal representatives are changed. 


Chapter IV 
Responsibilities for Breaking an Economic Contract 
Article 32 


If an economic contract cannot be fulfilled or can only be partially fulfilled 
because of the fault of one party, the party responsible for the fault must be 
charged with the responsibility of breaking the contract. If the fault is shared 
by both parties, they both must share the responsibility for breaking the contract 
according to the actual situation. 


If an individual, because of dereliction of duty, malfeasance or violations of the 
law, has thus become directly responsible for a major accident or serious losses, 
the individual will be investigated for both economic and administrative responsi- 
bilities or even for criminal charges. 


Article 33 


If an economic contract cannot be fulfilled or can only be partially fulfilled 
because of the fault of a leading body at a higher level or the concerned unit in 
charge, then the leading body or the responsible unit should be charged with 
breaking the contract. The party breaking the contract must make a penalty payment 
for breaking the contract or pay damages to the other party in accordance with the 
proper stipulations, and the case will be handled by the leading body at a higher 
level or by the unit in charge which is responsible for the fault. 


Article 34 


If, because of forces majeure, one party cannot fulfill an economic contract, it 
must promptly notify the other party of the reasons why the contract cannot be 
fulfilled, why its fulfillment must be delayed, or why the contract can only be 
partially fulfilled. If tne party has obtained from the concerned unit in charge 
an approval on the postponement, partial fulfillment or total cancellation of 

the contract, the party may be partially or fully absolved fom the responsibilities 
for breaking a contract. 
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Article 35 


When one party »reaks an economic contract, it must make a penalty payment to the 
other party for breaking a contract. However, if the losses caused to the other 
party exceed the amount of the penalty paid, the responsible party must also pay 
damzges to make up for what the penalty payment has failed to cover. If the other 
party demands continuous fulfillment of the contract, the responsible party must 
comply. 


Article 36 


Penalty payments for breaking contracts and payments for damages are to be paid 
from an enterprise's portion of the profits it shares with the state and must never 
be included in the enterprise's production costs. For administrative units or 
institutions, these payments are to be paid out of the surplus from their unit 
budgets. 


Article 37 


All penalty paywents from breaking a contract and payments for damages .wst be 

paid within 10 days after the responsibilities have been ascertained, or they will 
be regarded as overdue payments. Neither side may arbitrarily withhold commodities 
or loans as mortgages against overdue payments. 


Article 38 
Responsibilities for Breaking a Purchase and Sales Contract 
l. Responsibilities of the supplier: 


1) When the commodities or their specifications, quantity, quality or packaging 
do not conform to those prescribed in the contract, or when commodities are not 
delivered within prescribed time limits, the supplier has to pay a penalty payment 
for breaking a contract as well as pay damages. 


2) When products are shipped to a wrong destination or delivered to a wrong unit 
(person), the supplier, in addition to having to reship them to the prescribed 
destination or unit (person), must also bear the added freight and other costs 
thus accrued. In addition, the supplier must pay a penalty for breaking a contract, 
if the commodities arrive on a date beyond the set time limit. 


2. Responsibilities of the buyer: 


1) For canceling an order of commodities, the buyer must pay both penalty and 
damages payments. 


2) If payments are not made or commodities not picked up on dates set in the 
contract, the buyer must pay a penalty for breaking the contract. 


3) When requesting a change in the original destination where the commodities are 
to be delivered, the buyer must bear the additional cost thus accr. -d. 
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Article 39 
Responsibilities for Breaching Contracts of Construction Projects 
l. Responsibilities of the contractor: 


a. If and when a survey and design are done poorly or the failure to deliver 

the survey and design documents on time results in a construction delay and causes 
losses, the surveying and designing unit shall continue to complete the design and 
reduce or forfeit the designing fee until the loss is made up. 


b. If and when the quality of construction does not conform with contract specifi- 
cations, the party awarding the contract is entitled to demand repair, reconstruc- 
tion or alteration. If and when repair, reconstruction or alteration causes a 
delay in delivery, the contractor shall pay for the breach of contract resulting 
from the overdue delivery. 


c. The contractor shall pay for breach of contract because of overdue delivery 
when the delivery time does not conform with contract specifications. 


2. Responsibilities of the party awarding the contract: 


a. If and when the party awarding the contract fails to provide the contractor 
with raw and other materials, facilities, construction grounds, funds and technical 
data in accordance with the contract-specified times and requirements, the party 
awarding the contract shall compensate the contractor for the resulting losses 

in work stoppage or idleness in addition to accepting th: construction delay. 


b. The party awarding the contract shall take measures to make up or minimize the 
losses if and when it stops or puts off construction. At the same time, the 

party awarding the contract shall pay the contractor for the losses and actual 
expenses resulting from a work stoppage or idleness, a layoff of workers [dao yun 
0227 6663], the moving of machines and equipment and the overstocking oi materials 
and components. 


c. If and when the party awarding the contract changes its original plan or 
provides inaccurate data, or if it fails to provide the necessary conditions for 
surveying and designing tasks and this results in redoing or stopping these tasks 

or revising the design, it shall pay the contractor for the additional work actually 
done. 


d. If the party awarding contract uses the construction project in advance without 
checking and accepting the project and finds quality problems, it shall shoulder 
all responsibility. 


e. If the party awarding the contract checks and accepts the construction project 


or pays the construction fee later than the contract<specified date, it shall 
pay a breach of contract fee because of the delay. 
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Article 40 


Responsibilities for Breaching the Processing Contract 


b. 


Responsibilities of the side contracting for processing: 

It is this side's responsibility to pay for the damage or loss of the materials 
goods provided by the side offering the contract for processing if the damage 
loss is caused by carelessness on the party of the side contracting for processing. 


If the processing job entrusted by the offering side is not done in accordance 


with the contract-specified quality and quantity, the contracting side shall make 
repairs and make up the quantity without remuneration or accept a pro rata reduc- 
tion in payment. If a serious defect is found in the processing job, the contracting 
side shall assume responsibility for paying for it. 


5 
~~. 


a. 


Responsibilities of the side offering the contract for processing: 


It is this side's responsibility to pay for a work delay resulting from its 


failure to provide the contracting side with raw and other materials according to 
the specified time, quality and quantity. 


b. 


It shall pay the side contracting for processing a storage fee if it fails 


to pick up the processed goods on the specified date. 


C. 


It shall pay the breach of contract fee if it fails to pay the processing 


fee on the specified date. 


Article 41 


Responsibilities for Breaching a Shipment of Cargo Contract 


l. 


a. 


Responsibilities of the shipper: 


It shall pay the party awarding the contract a breach of contract fee if it 


fails to ship the cargo by vehicles (or vessels) according to the time and require- 
ments specified in the cargo shipping contract. 


b. 


it shall transfer the cargo to the right destination or person without remunera- 


tion if it has shipped it to a wrong destination or person. It shall pay a breach 
of contract fee if the cargo delivery date is overdue. 


Cc. 


it shall pay for total or partial loss, deterioration, pollution or damage cf 


cargo sustained in the course of transportation in accordance with the actual loss 
(including packaging and freight and other miscellaneous expenses). 


d. 


For the total or partial loss, deterioration, pollution and damage of cargo 


sustained in the course of coordinated transportation which is the responsibility 
of the shipper, the terminal shipper shall first bear the responsibility of compen- 
sation according to contract specifications and then obtain this compensation 

from the responsible midpoint shipper. 
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e. The shipper shall have no responsibility for breach of contract when the cargo 
is transported in accordance with the law and contract stipulations and when the 
total or partial loss, deterioration, pollution or damage is caused by (1) a force 
majeure, (2) the nature of the cargo itself, (3) reasonable wear and tear and 
loss, and (4) fault cf the party sending or receiving the shipment. 


) 


-. Respousibilities of the consignor: 


a. It shall pay the shipper the breach of contract fee if it fails to hand over 
the cargo for shipping according to the stipulations and requ:rements set in the 
shipping contract. 


b. It shall be responsible for paying for such misha»os as breaking the chain 
Sling, damaging cargo due to falls, overturning cranes, or causing explosion and 
corrosion because it hides dangerous goods in ordinary cargo without reporting 
it or because it misreported the weight of cargo. 


It shall be responsible for payirg for pollution, corrosion and damage to other 
cargo or the transport means or perscnal injury cr death because of defective 
packaging, which causes breakage of cargo. 


d. It shall pay the shipper for loss if the cargo has been loaded by the consigno7z 
at its own exclusive loading point, or at an exclusive point at a public harbor 

or station, or at its own exclusive railway loading point and if damage or shortage 
is found at the unloading point while the coach is perfectly sealed and there are 
no abnormal conditions whatsoever. 


e. It shall pay the shipper's unloading, storage and breach of contract fees if 

it hands over the cargo to the shipper without accompanying certificates for quality 
specifications or laboratory examination reports, making the receiver unable to 
unload the cargo. 


Article 42 
Responsibilities for Breaching the Contract for Power Supply and Consumption 
1. Responsibilities of the power supplier: 


rhe power supplier shall--in a safe manner--supply electricity according to the 
state stipulated standard and contract specifications. It must notify the power 
consumer in advance if the supply of electricity has to be limited for legitimate 
reasons. If the supply of power is limited without legitimate reasons or if 
power outages, which occur due to the fault of the power supplier, cause losses 
to the power consumer, the power supplier shall reimburse the consumer for the 
loss. 


2. Responsibilit.es of the power consumer: 


rhe power consumer shall consume electricity according to the contract specifica- 
tions. It must notify the power supplier in advance if--under particular circum 
stances--it has to use electricity in excessive amounts or at times not specified 
in the contract. If the power consumer does so without legitimate reasons, it 
shall pay a breach of contract fee. 


103 











Responsibilities for breaching water and gas supply and consumption contracts are 
similar to those stated in this article. ‘ 


Article 43 
Responsibilities for Breaching Warehousing and Storage Contracts 
l. Responsibilities of the warehouse or storehouse: 


a. It shall pay for total or ‘artial loss, deterioration, pollution and damage 
of goods in storage due to its carelessness. It shall not be responsible for 

paying for the loss or deterioration of goods caused by packaging not in accordance 
with contract specifications or by overstaying the goods’ effective storage time. 


b. It shall have the responsibility of paying for damage or loss of dangerous and 
perishable goods caused by handling not in accordance with regulations or by 
careless storekeeping. 


c. It shall pay the consignor the shipping and breach of contract fees in accor- 
dance with contract stipulations if goods are squeezed out of storage or cannot 
be stored due to its fault. 


d. It shall pay the consignor a late-delivery loss fee if it fails to deliver 
the stored goods at the stipulated time. If it delivers the stored goods to the 
wrong destination, it shall pay the consignor any loss caused by the delay in 
addition to transferring the goods to the specified destination according to 
contract. 


2. Responsibilities of the consignor: 


a. It shall clearly spell out in the contract the flammable, explosive, poisonous 
and other dangerous goods as well as perishable goods with necessary information 
supplied. Otherwise, it shall have the responsibility of paying for material 
damage and personal injury or death caused by such goods including the criminal 
responsibility as the case may be. 


b. It must pay an overstorage fee and a breach of contract fee if the quantity 
of goods exceeds the contract-specified quantity or if the stored goods are not 
picked up on time. 

Article 44 

Responsibilities for Violating a Property Lease Contract 

1. The responsibility of the lessee: 

a. The lessee is responsible for making repairs or paying for any damage or loss 


to the leased property due to the improper use, storage or maintenance of such 
property. 
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b. The lessee is responsible for paying for losses to any house, equipment, 
machinery or other property that has been dismantled or altered without proper 
authorizatircn. 


c. The lessor has the right to cancel a contract if the lessee subleases, without 
authorization, the leased property or if the lessee is engaged in illegal activities. 


d. The lessee must pay for violating the contract and pay additional lease fees 
for failing to return the leased properties with*n the prescribed period. 


2. Responsibilities of the lessor: 


a. The lessor must pay for violating the contract if he fails to provide the 
property for lease at the time specified in the contract. 


b. The lessor is responsible for paying for the losses incurred if the quality 
of the property he offers for lease is below that specified in the contract. 


c. If the lessor fails to provide the equipment and its accessories according 
to the contract so that the lessee is unable to make use of such equipment and 
accessories in time, the lessor must pay for breaking the contract while he must 


make up by providing all such equipment and accessories as specified in the 
contract. 


d. In the case of the lease of large means of transportation such as ships and 
vehicles, the lessor must pay the lessee, according to the contract and the regu- 
lations concerned, for breaking the contract if the lessee must extend the lease 
due to the improper operation by the lessor or the mistakes of lessor's service 
personnel. 

Article 45 

Responsibilities for Violating Loan Contracts 

1. The responsibility of the lender: 


The People's Bank, specialized bank and credit cooperatives must pay for breaching 
the contract if they fail to provide the loan on time according to the contract. 


2. The responsibility of the borrower: 

The borrower must pay additional interest, according to the regulations concerned, 
if he fails to use the loan as specified in the contract. In this case, the lender 
reserves the right to recall part or all of the loan ahead of time. 

Article 46 

Responsibilities for Breaching a Property Insurance Contract 


l. The responsibility of the underwriter: 


The underwriter is responsible for paying, within the amount of insurance coverage, 
for the losses and expenses incurred by any accident covered by the insurance. 
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The underwriter must pay the insured according to the contract for a reasonable 

fee charged by the insured for any rescue, protection, rearrangement or lawsuit 
action aimed at avoiuing or reducing the losses to the insured property. The 
underwriter must shoulder the responsibility for breaching the contract if he fails 
to pay such a fee within the prescribed time. 


2. The responsibility for the insured: 


If the insured conceals the true conditions of the insured properties, the under- 
writer reserves the right to cancel the contract or refuse to pay. 


The insured is responsible for his own losses and the underwriter is not responsible 
for any payment if the insured discovers a dangerous situation that poses a threat 
to the insured property but takes no action to remedy such a situation which 

causes an incident. 


Article 47 
l. Responsibilities for Violating Science and Technology Cooperation Contracts 
The responsibility of the consignee or the party that transfers the technology: 


The consignee or the party that transfers the technology should return, on the 
basis of specific conditions, part or all of the amount of the consignment fee 

or transfer fee paid by the consignor or the party that accepts such transfer, 

if such a consignee or such a party that transfers the technology fails to fulfill 
the contract. 


That party must also pay for the extra expenses incurred from any delay of the 
transfer procedure. 


2. Responsibility of the consignor or the party that accepts the technology 
transfer: 


The consignor or the party that accepts the technology transfer cannot get a 
refund of the paid consignment fee or transfer fee if it fails to fulfill the 
contract. It is also liable for all the expenses paid by the consignee or the 
party that transfers the technology for dealing with the ensuing problems. 


Chapter V 
Mediation and Arbitration for Economic Contract Disputes 
Article 48 
When there are disputes over an economic contract, the interested parties should 
consult with each other on time to settle the disputes. When they fail to reach 
an agreement after consultations, any one of the parties concerned can request the 


Organ governing contracts assigned by the state for mediation and arbitration. 
It may also directly bring a suit against the other side at the people's court. 
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Article 49 


If an agreement has been reached after mediation, the parties concerned must 
implement such an agreement. If an adjudication is made in the course of arbitra- 
tion, the organ governing contracts assigned by the state will work out a written 
judgment for arbitration. If one or both parties concerned are not satisfied with 
the arbitration, they may bring a suit at the people's court within 15 days after 
receiving the written judgment. If no suit is brought within the prescribed 
period, the adjudication is then legalized. 


Article 50 


The litigants of an economic contract must submit their request to the organ 
governing contracts for mediation or arbitration within 1 year from the date when 
it knows or should know that its rights have been infringed upon. No case will 
be handled if such request is submitted beyond the prescribed period. 


Chapter VI 
Management of Economic Contracts 
Article 5l 


All business departments and the administrative departments of industry and 
commerce should carry out supervision and checkups of the economic contracts 
concerned and set up the necessary management system. All business departments 
should assess the implementaticn of the economic contracts as an enterprise 
economic target. 


Article 52 


The people's banks, specialized and credit cooperatives shoild supervise the 
implementation of economic contracts through the management of credits, loans and 
accounts. 


The people's banks, specialized banks and credit cooperatives should close accounts 
according to the accounting system, and also handle cases such as payment on 
order, payment refusal, payment deduction and delayed payment. 


If the litigants of an economic contract refuse to implement, on their own and 
within the prescribed time limit, the written mediation note, the written judgment 
for arbitration or the verdict of a court, the people's banks, specialized banks 
and credit cooperatives should deduct payments from the litigants’ accounts or 
transfer funds from such accounts to make payments. This should be done after 
they received notice from the people's court asking them to help implement the 
above-mentioned documents. 


Article 53 
As for those who sign false economic contracts, sell economic contracts at a 
prc .it, make use of economic contracts to carry out speculation, sign subcontracts 


to reap unfair gains, illegally transfer such contracts, offer and accept bribes 
and carry out other illicit activities that harm the interests of the state and 
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the public interests of society, the administrative departments of industry and 
commerce are charged with the responsibility for handling such cases. Cases that 
need to pursue criminal liabilities should be referred to judicial organs for 
proper handling. 
Chapter VII 
Supplementary Article 
Article 54 


Individual businessmen and rural commune members should sign economic contracts 
with juridical persons with reference to this law. 


Article 55 

The regulations governing foreign economic and trade contracts will be formulated 
separately with reference to the principles laid down by this law and the inter- 
national practice. 

Article 56 

The departments concerned under the State Council and various provincial, municipal 
and autonomous regional people's governments may work out regulations to implement 
this law subject to the approval of the State Council. 


Article 5/7 


This law becomes effective on 1 July 1982. 


CSO: 4006/201 
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GENERAL 


SCIENCE ACADEMY TO SERVE ECONOMIC DEVELOPMENT 
OW251149 Beijing XINHUA Domestic Service in Chinese 0724 GMT 24 Nov 81 


[Text] Beijing, 24 Nov (XINHUA)--The 2d session of the Presidium of the Chinese 
Academy of Sciences was held in Beijing on 12-14 November. The meeting 
emphatically discussed how to strengthen the role of the academy in promoting 
national economic development. 


The meeting held that, as the country's comprehensive research center of 
natural sciences, the academy has the country's outstanding scientists as members 
of its scientific council and holds a dominant position with its many branches 
of learning. It has great potential, in vast fields, to promote national 
economic development. According to the academy's guiding principle of "laying 
special emphasis on basic research, raising standards and serving the national 
economy and defense construction," work of a fundamental nature should be 
further strengthened and kept steadily developing in basic and applied research. 
At the same time, it is necessary to do a good job in short-term applied 
research with specific goals, grasp major new technologies, continue to do a 
good job in development work and make new contributions to the present and short- 
range development of the national economy and national defense construction, 


Based on the needs of national economic development and the actual state of the 
academy, the meeting held that it is necessary to put the emphasis on work in 

the following areas: to formulate economic development strategies and po’ icies 
and provide scientific basis and proposals for the state; to pay attention to 
major scientific and technological questions in agriculture, energy, materials, 
new technologies, defense projects, industry and communications, medicine and 
public health and environmental protection and certain major scientific and 
technological problems of a regional nature and strengthen basic and compre- 
hensive research; to solve certain key scientific and technological problems 

in the technical reform of the national econowy and production practice and do 

a good job in resources’ exploration and early-stage research work on major 
engineering projects and equipment, jointly with departments and units concerned; 
to promptly provide basic information and data accumulated in various fields 

of research and scientific and technological results achieved; to bring into play 
the role of applied mathematics, systems science [xi tong ke xue 4762 4827 

4430 1331] and so forth and strive to raise enterprise management standards 

and product quality; to improve the management and administration of the academy's 
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production plants and, where conditions permit, to produce scientific instruments, 
apparatus and other products to meet social demands and for equipping the 
academy's various institutes, jointly with other plants and scientific research 
units concerned. 


To do a good job of the above tasks, the meeting decided on taking the following 
measures: scientific and technical personnel would be sent to the production 
frontline to observe, and production departments would be invited to make reports 
at the academy and research institutes, so that close ties would be formed with 
productive departments and subjects selected for applied research and development 
work would be suited to the needs of production development; where conditions 
permit, the research institutes should run technical service companies or 
development departments on a trial basis, step by step and in a planned way to 
bring into full play the experience and talents of scientific and technical 
personnel and provide technical services for economic development; in principle, 
the technical services companies or development departments should be managed 

as enterprises; positive efforts should be made to open channels for transfer, 
for a fee, of research results which are expected to bring big economic benefits, 
by signing contracts or making other deals with factories and entvrprises; 
scientific and technical personnel should be encouraged to go to tie border 
regions and the interior to dedicate their efforts to developing science and 
technology and the economy there; and coordination would be strengthened with 

the institutions of higher learning, production departments, national defense 
scientific and technological departments and local scientific and technological 
departments to help each other, make up each other's deficiencies, share the 
work, cooperate and make concerted efforts to bring about the four modernizations. 


The meeting also discussed and adopted the "regulations governing the scientific 
fund of the Chinese Academy of Sciences (for trial implementation), a “proposal 
on establishing normal relations between the Chinese Academy of Sciences and 

the academic circles in Taiwan" and appointments and dismissals. 


The meeting was presided over by Yan Jici, Li Chang and Wu Zhonghua, executive 
chairmen of the Presidium. Members of the Presidium present at the meeting 
were (in order of the number of strokes in their surnames): Yu Guangyuan, 

Wang Daheng, Wang Ganchang, Lu Jiaxi, Hua Luogeng, Song Ping, Yan Dongsheng, 

Li Xun, Wu Zhengyi, Wu Heng, Yu Wen, Zhou Peiyuan, Zhang Wenyou, Zhang Guangdou, 
Hu Keshi, Hou Xianglin, Qin Lisheng, Qian Sanqiang, Jian Xuesen, Tu Guangchi, 
Tang Aoqing and Xie Xide. 


CSO: 4006/182 
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GENERAL 


GUIZKOU PAPER STRESSES STEADY STEPS IN ECONOMIC WORK 
HK230242 Guiyang Guizhou Provincial Service in Mandarin 2315 GMT 21 Dec 81 


[Report on 22 December GUIZHOU RIBAO editorial: “Advance With Steady, Sustained 
Steps--More on Working in Concert and Making Every Effort to Climb the Slope"] 


[Excerpts] The editorial points out: Working in concert and making every effort 
to climb the slope and fighting a successful battle to transform the economy in 
Guizhou represent the long-held common desires of the people of the whole province. 
The Central Committee has proposed that the country should basically achieve the 
four modernizations and attain a level of relative affluence by the end of the 
century. What are the actual implications and strategic targets for endeavor in 
Guizhou's battle to transform its economy? After 20 years of effort [words indistinct] 
of the time. This is an extremely arduous task. It is indeed a big slope to climb 
from our present very low economic level to relative affluence in 20 years. 
Obviously, this will require that we all work in concert, brace our spirits and 
strive for a relatively high development speed. All our work must advance at 

a faster pace. Otherwise, climbing the slope is just empty talk. 


Demanding high speed certainly does not mean one-sided pursuit of output, output 
value and rash development, followed after a few years by inevitable readjustment, 
as in the past. The result of acting in that way will be slow speed. We cannot 
do such stupid things again. What we need is steadiness, five results, and a 
speed by which the masses can gain more actual benefit. To do this, our guiding 
ideology must be to seek truth from facts, proceed from reality, and advance 
steadily step by step. We must have both long-term targets of endeavor and plans 
for each stage, and climb up step by step. 


So long as we unify our understanding, work in concert and make unwearying efforts, 
we have great prospects for achieving our predicted aim. 


CSO: 4006/198 
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BRIEFS 


LIAONING ADVERTISEMENT ASSOCIATION--The Liaoning Provincial Advertisement Associa- 
tion convened its first congress from 10 to 12 December. The coneress approved 

the establishment of the Liaoning Provincial Advertisement General Company and 
regulations for the company and the association. At the congress, participating 
members elected the board of directors for the company and association. Tan Liren, 
deputy governor of the province, was named honorary chairman of the Provincial 
Advertisement General Company. Wang Guangzhong, permanent member of the Provincial 
CCP Committee and deputy governor of the province, was named honorary chairman 

of the Provinciai Advertisement Association. (Ma Jingming), member of the Provin- 
cial Economic Commission, was elected chairman of both the company and the associa- 
tion. [SK132158 Shenyang Liaoning Provincial Service in Mandarin 1100 GMT 12 Dec 81] 


JIANGSU ENTERPRISES' FINANCIAL STATUS--To implement the instructions of the State 
Council on conducting inspections of enterprises’ financial conditions and main- 
taining stability of market prices, the Jiangsu Provincial Government is making 
arrangements to conduct a general inspection of enterprises’ financial conditions 
and market prices throughout the province. On the morning of 21 December, Vice 
Governor Liu Hegeng presided over a meeting of all members of the provincial 
inspection teams on enterprises’ financial conditions and market prices. Comrades 
sf the State Council inspection team and responsible persons of the Discipline 
Inspection Commission of the Provincial CCP Committee were present at the meeting. 
To ensure the success of the inspection work, the provincial government held two 
meetings to make preparations, and a provincial leading group for this task was 
established with Vice Governor Liu Hegeng as the leader. At the same time, nearly 
100 cadres were transferred from concerned provincial committees, offices and 
bureaus, including 14 committee chairmen and bureau directors, to form 11 inspec- 
tion teams. They will proceed to different places to conduct inspection work 
before the end of this year. [Excerpts] [0W242121 Nanjing Jiangsu Provincial 
Service in Mandarin 2300 GMT 21 Dec 81] 


XINJIANG ILLEGAL PURCHASE--According to the incomplete statistics of the 
departments concerned in Xinjiang region, some 685 vehicles costing a total 

of 21.14 million yuan have been illegally purchased, These acts violated 
financial and economic discipline and some of them were caused by the mal- 
practice and negligence of leaders. In order to seek privileges, some leaders 
purchased vehicles for their own use in the name of the departments to which 
they belonged. As a result of this, administrative expenses were increased, 

fuel was wasted and the party work style was corrupted. Thus, it is necessary 

to take measures against these unsavory trends and strictly deal with such cases. 
(HK251047 Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 22 Nov 81 HK] 
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"TA KUNG PAO’ CORRESPUNDENT ON BEIJING FREE MARKETS 
HK240220 Hong Kong TA KUNG PAO Weekly Supplement in English No 807, 24-30 Dec 81 p 7 
{Article by correspondent Lin Chiu-ming] 


[Text] Free markets, which had existed off and on after liberation but were 
denounced during the “cultural revolution," are back in force. Now being openly 
and legitimately extended from the countryside to urban areas they are recognized 
as forming a sector of the economy, albeit a tiny one, that can make positive 
contributions. 


Whatever the prejudices, the free markets have proved their indispensable role in 
the supply-side of daily necessities and non-staple foods. With them, the city 
dwellers’ needs can be better met and the persistent strain in urban food supply 
has become an ill of the past. 


Even in Beijing, free markets are within easy reach anywhere to the delight and 
satisfaction of millions. Some are modest affairs with only a few stalls displaying 
the homely goods but some occupy whole buildings, assuming quite the style and 
fanfare of more sophisticated shopping centres. 


The one at Taipingchuang in the northern sector of the capital offered an amazing 
range of commodities. The vendors, apparently peasants from suburban districts, 
were selling rice, millet, ground peanuts, beans, dates, sunflower seeds, sweet 
potatoes, potatoes, cucumbers, radishes, pork, beef, mutton, eggs, carps, yellow 
croakers, pears, apples from rows of stalls. 


The difference in price between the free market and state-run stores was generally 
not great. A slaughtered hen selling for 1.35 yuan a catty at a state meat shop 
was priced around 1.30 yuan at a vendor's. Eggs were priced at 0.16 yuan each 

at the vendor's but 1.20 yuan for 10 at state stores. Many items cost the same at 
both places, as in the case of pears which was sold for 1 yvan a catty no matter 
where you went. But many still preferred the vendors’ because their fruit was 
usually much fresher. 


Of interest was the big Chinese scale for measuring weights placed near the entrance 
of the free market. It was for public use and was regarded as a safeguard against 
cheating. 


At Hongqiao free market in Beijing, the writer even found furniture on sale. A 
nice desk together with a cupboard was priced at 190 yuan. I asked the peasant 
vendor who made them if he expected it to be sold shortly and was told, “Oh, yes, 
because there is still a shortage in supplies in state furniture stores." That, it 
seemed, explained exactly the free market boom in China today. 
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"WEN WEI PO’ ON GUANGDONG-HONG KONG-MACAO TIES 
HKOSO716 Hong Kong WEN WEI PO in Chinese 5 Dec 81 p 1 
[Dispatch by WEN WEI PO reporter: "“Guangdong-Hong Kong Ties Strengthened" } 


[Text] Guangzhou, 5 Dec--In an interview with this reporter, the Guangdong vice 
governor in charge of foreign economic work, Zeng Dingshi, disclosed: During the 
sixth 5-year plan, Guangdong Province will strengthen ties with Hong Kong and Macao 
in the aspects of water supply, electricity supp)y, highways and communications. 


Regarding water supply, Zeng Dingshi revealed: Currently, Guangdong Province is 
supplying 168 million cubic meters of water to Hong Kong each year. In order to 
meet the growing demand for water in Hong Kong, Guangdong Province has decided 

to extend the East River water supplying project beginning at the end of this year. 
According to the schedule, the amount of water supply will increase to 220 million 
cubic meters each year after 1983. The water supply project will be gradually 
extended during the sixth 5-year plan, and water supply is expected to amount to 
620 million cubic meters a year by 1995. 


Regarding electricity supply, Zeng Dingshi revealed: Guangdong Province will 
provide electricity supply at a certain rate to Macao beginning in 1984. The 
amount of electricity supply could reach a maximum of 80,000 kw each year and the 
electricity will be mainly transmitted via the Shaoguan thermal power station. 
On the other hand, Guangdong Province will step up the joint electricity network 
project between Guangdong Province, Hong Kong and Macao. So if in the future, 
Guangdong Province is unable to provide sufficient electricity supply to Macao 
due to its own growing demand for electricity, then electricity can always be 
transmitted from Hong Kong to Macao via the Guangdong Province's electricity 
network. Thus, a future electricity supply for Macao is guaranteed. Regarding 
the proposal to operate a nuclear powerplant in cooperation with Hong Kong, a 
preliminary report on the practicability has been made. However, owing to the 
fact that many questions are involved, the whole issue is still under study. 


Regarding communications, the Guangdong Provincial Telecommunications Department 
has already signed a contract with Hong Kong businessmen on constructing a micro- 
wave circuit between the province and Hong Kong. The whole project is expected 

to be completed in 2 years’ time and larger part of the investment is to be made 

by the Hong Kong businessmen. The completion of the microwave circuit will greatly 
enhance the communications links between Guangdong Province and the rest of the 
world. 


Zeng Dingshi said: The completion of these projects will greatly strengthen the 
visible ties between Guangdong Province, Hong Kong and Macao. 
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TAIWAN BANK ESTABLISHES EAST EUROPEAN LINKS 
OW171053 Taipei LIEN HO PAO in Chinese 5 Dec 81 p 2 


[Text] Taipei--In coordination with the government's plans to broaden trade with 
East European nations, the Bank of Taiwan has been designated by the departments 
concerned to establish relationships with the national banks of five East European 
nations. The remittance relationships have already been established with banks in 
East Germany, Poland and Czechoslovakia and negotiations are under way now to 
establish relations with banks in Hungary and Yugoslavia. 


The remittance relationships have been officially established with the German 
Foreign Trade Bank in East Berlin, the Bank Handlowy W Warszawie S.A. in Warsaw, 
and the Commercial Bank of Czechoslovakia in Prague. 


According to tue Bank of Taiwan, plants and enterprises in Taiwan can hereafter 
make extensive use of the remittance relationships with these banks to expand trade 
with the East European countries. This is the first time that remittance relation- 
ships have been established between banks in our country and East Europe. 


It is reported that the government decided in 1980 to expand trade relations with 
five East European nations, including Poland, Czechoslovakia, East Germany, Hungary 
and Yugoslavia. The Bank of Taiwan acted promptly to establish remittance rela- 
tionships with the banks in these five nations to pro ide remittence service to 

the plants and enterprises in our country. 


At present, the Bank of Taiwan has officially exchanged relevant documents on 
establishing remittance relationships with banks in Poland, Czechoslovakia and 
East Germany and agreement has been reached on various terms concerning ways of 
remittance and currency to be paid. The Bank of Taiwan can now offer remittance 
service, including issuance of letters of credit, to the plants and enterprises 
of our country in promoting trade with these countries. 


It is also reported that the Bank of Taiwan has established initial relationships 
with the Hungarian Foreign Trade Bank in Budapest. However, remittance relation- 
ships have not been established yet, and the Bank of Taiwan has made rather slow 
progress in negotiating with the Yugoslav bank on establishing relationships. 
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TAIWAN, INDIA TO SET UP TRADE OFFICES 
OW200058 Taipei CHINA POST in English 13 Dec 81 p 8 


[Text] The Chinese National Association of Industry and Commerce and the Indian 
National Federation of Industry and Commerce made progress on plans to exchange 
trade offices in a meeting of representatives of the two groups held in Taipei 
Saturday. 


Arvind N. Lalbhai, chairman of the Indian federation, who is here on a 3-day visit, 
said that his group has already presented plans for the establsihment of trade 
branch offices in both countries to his government. 


Early Next Year 


Lalbhai expressed optimism in reaching an agreement and setting up the trade 
offices in the early part of next year. 


L.S. Koo, director of the Standing Committee of the Chinese National Association 
of Industry and Commerce, in his opening remarks at the meeting said that the 
Asian Federation of Industry and Commerce will hold a conference in India in March 
of next year. He said he expected the question of the exchange of trade offices 
to be settled during that conference. 


Inthe meantime, both groups said that they would establish committees to work 
out the details of the setup of the brach offices. 


Rapid Trade Gro th 


Though two-way trade between the two countries has grown rapidly in recent years, 
Koo said, Chinese wishing to travel to India still have to wait from 6 weeks to 

2 months for visa. Indians traveling to the ROC [Republic of China], however, 
may obtain a visa within 1 week. 


Before the trade branch offices are set up, businessmen should apply either to the 
Indian Federation or the Chinese Association for assistance, Koo said. 


Two-way trade between the ROC and India in 1980 totalled U.S.$120,890,000, of which 
Taiwan exports to India amounted to U.S.$19,530,000 of that total. 


Trade between the two countries in the first three quarters of this year amounted 
to U.S.$111,100,000, with the ROC incurring U.S.$35,060,000 trade deficit. 


Taiwan sells mainly cement to India, which exports iron ore, coal and agricultural 
products to Taiwan. 
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PREMIER CALLS FOR ECONOMIC TEAMWORK 
0OWO70303 Taipei CNA in English 0243 GMT 7 Dec 81 


[Text] Taipei, 7 Dec (CNA)--Premier Sun Yun-hsuan Sunday called for ceaseless 
efforts to create a new economic future in the 1980's, saying that the people and 
the government should g.iorify such teamwork spirit as has helped the Republic 

of China tide over difficulties in the past years. 


Speaking at the closing ceremony of the National Economic Conference, Premier Sun 
ucged the industrial and business sector not to lose confidence in the presence of 
anfavorable economic prospects. More important is to find a way out for the nation's 
long-term economic success, he added. 


This nation, Premier Sun pointed out, has overcome various economic problems in 
the wake of oil crises and diplomatic setbacks. With confidence and teamwork 
spirit, the Republic of China will continue to prosper, he said. 


In a forecast, Premier Sun said this nation's economic situation will start becoming 
better in the second half of next year on way to a new economic vitalifry. 


Premier Sun's remarks served to summatize the 3-day conference sponsored by the 
Council for Economic Planning and Development. More than 140 government officials, 
business and industrial leaders, and scholars in the field took jwirt in panel 
discussions ranging in topics from foreign trade to economic ¢2-ve).opment. 


CSO: 4020/59 


117 














BRIEFS 


TRADE CENTER IN HELSINKI--Taipei, 19 Dec (CNA)--To develop the Scandinavian market 
for Taiwan-made machinery, the China External Trade Development Council (CETDC) 

is currently negotiating with Oy Gronblom Ab, a leading Finnish machinery importer, 
to assist in the establishment of a Taiwan machinery trade center [TMTC] in Helsinki 
in the near future. The TMTC in Helsinki will be the 20th machinery trade center 
the CETDC has helped establish overseas. CETDC is also in contact with machinery 
importers in France, Britain and South Africa, and plans to set up TMTC's in those 
areas as well. According to CETDC, Oy Gronblom Ab is the largest machinery importer 
in Finland and has purchased U.S.$500,000 worth of machinery from Taiwan in the 

past 2 years. It is expected that the export volume of Taiwan-made machinery to 
Finland will increase by 50 percent the first year after the center is set up. 
According to a preliminary agreement signed by the Finnish firm's director, 

J. Hyvarinen, and CETDC, the TMTC in Helsinki will have an area of 300 square meters 
to begin with, and will be expanded to 400 square meters if business flourishes. 

The firm plans to import and display Taiwan-made machinery including lathes, tool 
and cutter grinders, radial drillers, automatic band sewing machines, and milling 
machines. [Text] [0W191045 Taipei CNA in English 0950 GMT 19 Dec 81] 


INDIAN INDUSTRY FEDERATION MISSION--Taipei, 12 Dec (CNA)--Arvind N. Lalbhai, 
chairman of the Indian National Federation of Industry and Commerce, arrived in 
Taipei Friday for a 4-day visit. Lalbhai, leading a five-member mission will call 
on Koo Chen-fu, chairman of the Chinese National Association of Industry and 
Commerce, and meet industrial and trade leaders here. He will also tour the 

trade and commerce organization of the country. Lalbhai says he hopes for closer 
trade relations between the Republic of China and India. His current visit is to 
strengthen mutual understanding. He believes that the setup of trade branch offices 
in both countries will help promote trade relations. [Text] [0W120449 Taipei 

CNA in English 0256 GMT 12 Dec 81] 


TALWAN-BELGIUM ECONOMIC COMMITTEE--Taipei, 30 Nov (CNA)--The Chinese-Belgian 
Economic Cooperation Committee was formally established Monday in Taipei. The 
creation of the committee, an official of the Euro-Asia Trade Organization said, 
is intended to comply with an agreement reached by representatives from the two 
countries at the sixth annual meeting of the Belgium-Luxembourg-Chinese Chamber 

of Commerce in June this year. A 23-member industrial mission from Belgium arrived 
in Taipei Sunday for the establishment of the committee. The mission, led by 
Herve Godfroid, executive vice president of the Fonderies Magoteaux, in Brussels, 
is composed of executives from the various Belgian industries, including machine 
tools, electric machinery, and water treatment equipment, and banking institutions. 
[Text] [0W041357 Taipei CNA in English 0937 GMT 30 Nov 81] 
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U.S. IMPORTS CUSTOMS DUTY--A “plan for automatic reduction of customs tariff on 
items under the periodic customs duty reduction agreement resulting from the Sino- 
American bilateral trade negotiations" was adopted yesterday at an Executive Yuan 
meeting. The plan is aimed at fulfilling our commitment for the periodic reduction 
of customs duty on those items under the customs duty reduction agreement as a 
result of the bilateral trade negotiations between the Republic of China and the 
United States. In accordance with our commitment and pursuant to Article 47 (1) 
of the Customs Duty Act, the Ministry of Finance will automatically reduce the 
customs duty on 20 items for 1 year, from 1 January to 31 December 1982. The 
plan will be announced for implementation by the Ministry of Finance. A letter 

in this connection will be sent to the Legislative Yuan. [Text] [0W110327 Taipei 
CHUNG YANG JIH PAO in Chinese 4 Dec 81 p 1] 
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